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REPORT OF COMMISSIONER OF THE COMBINES 
INVESTIGATION ACT 


Orrawa, October 31, 1939. 


Hon. Norman McLarty, 
Minister of Labour, 
Ottawa. 


Sir,—I have the honour to submit the following report of an investigation 
which has been made under the Combines Investigation Act into two alleged 
combines in the distribution of fruits and vegetables in Western Canada. 
Application for this investigation was made in October, 1938, under section 
eleven of the Act. Two combines were alleged to exist, one a combination of 
certain jobbers with head offices in Winnipeg, Manitoba, and certain shipping 
companies in the Okanagan Valley, British Columbia; the other a combination 
of three wholesale distributing organizations operating in the western provinces. 

In connection with the first alleged combine it was stated that in 1936 
Western Grocers Limited, of Winnipeg, Manitoba, through its wholly-owned 
subsidiary, Dominion Fruit Limited, secretly purchased a fifty per cent interest 
in the Lander Company Limited, of Vernon, British Columbia, a holding 
company. which in turn controls several fruit and vegetable shipping companies 
and one fruit and vegetable selling agency in the Okanagan Valley. It was 
represented that such jobber control of shippers, who are the agents of the fruit 
growers, is certain to react, and has reacted in many ways, against the interests 
of the growers. The applicants declared that in their opinion this particular 
jobber-shipper relationship constituted an offence against the Combines 
Investigation Act as a combination or merger which had operated and was 
likely to operate against the interests of the public. This alleged combine is 
referred to in the present report as the alleged combine of jobbers and shippers. 
It is a combination not of competitors engaged in the same process of buying and 
selling but of concerns which operate at successive stages in the process of 
distribution. 

The wholesale distributing concerns which were said to comprise the alleged 
jobbers’ combine are: (1) Western Grocers Limited, with head offices in 
Winnipeg, which, with its subsidiary, Dominion Fruit Limited, operates thirty 
wholesale grocery and fruit houses in the three prairie provinces, and also has 
close connections with several hundred retail establishments, most of which are 
operated in Western Canada as Red and White Stores; (2) Consolidated Fruit 
Company Limited, which operates seventeen regular wholesale grocery and 
fruit establishments in the prairie provinces, and is a subsidiary of Burns and 
Company Limited, with head office in Calgary; and (3) Macdonalds Con- 
solidated Limited, operating thirty wholesale grocery and fruit houses in the 
prairie provinces. The latter company is itself a wholly-owned subsidiary of a 
retail company, Safeway Stores Limited, whose head offices are in Vancouver. 
The Safeway company owns and operates approximately 230 retail stores in 
Western Canada. Another wholesale company, the Continental Fruit Company, 
established in Winnipeg in 1937, is a wholly-owned subsidiary of Macdonalds 
Consolidated Limited. Allegations were made to the effect that these three 
companies and their related or subsidiary companies controlled approximately 
80 per cent of the wholesale fruit business of the prairie provinces, that they 
' 1 
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had entered into agreements to regulate supplies, to fix and enhance prices, to 
eliminate the competition of certain independent fruit jobbers, and that through 
these various methods they had operated against the interests of producers, 
consumers and other distributors. 


Hearings were held at several points in the Okanagan Valley and in five 
cities in the provinces of Alberta, Saskatchewan and Manitoba, in November 
and December, 1938, and in February and March, 1939. At these sessions, which 
occupied forty-three days, evidence was taken from representative growers, 
shippers, brokers and jobbers, as well as from the members of the British 
Columbia Fruit Board and other persons associated with the British Columbia 
fruit industry and the marketing of fruit and vegetables in the prairie provinces. 
Argument of counsel representing the commission and the members of the alleged 
combines was presented in written form and was received in Ottawa in May and 
June, 1939. 

Appreciative acknowledgment is made here of the able assistance given by 
H. I. Bird, barrister, of Vancouver, who acted as counsel throughout the 
investigation. Thanks are due also to the members and staff of the British 
Columbia Fruit Board, to M. S. Middleton, District Horticulturist, of Vernon, 
British Columbia, and to all those associated with the industry in the Okanagan 
Valley and with the trade in the prairie provinces who were of assistance in the 
inquiry. 

In the course of the inquiry statistical and other information regarding the 
production and distribution of Okanagan Valley products was assembled. Much 
of this economic material is embodied in the next sections of this Po atta! and in 
the appendices. 


I. THE FRUIT INDUSTRY IN BRITISH COLUMBIA 


1. CanaDIAN PropucTIon, CONSUMPTION AND Exports 


_ _ The relative importance of British Columbia in the fruit-growing industry 
is indicated by the fact that in 1937 it produced forty per cent of all fruit com- 
mercially grown in Canada. Ontario produced slightly under thirty per cent 
and Nova Scotia slightly over twenty per cent of the Canadian crop, which 
was valued at $17,892,000. The production of these three principal fruit-growing 
areas is shown in the following table:— 


TABLE 1.—VALUE OF FRUITS PRODUCED IN CANADA, BY PROVINCES, 1926-1937* 


(in thousands of dollars) 


r Nova : British Other 
Year Scotia Ontario Columbia || Provinces Canada 
$ $ $ 
LO: Satene eat 5 Ae 5 SR eee eee em oe 2,503 4,254 7,281 949 14,987 
OD Oe Tn eee, ee 2,866 6,437 T2023 963 17,289 
NG ok Oe Bee Pee cs ee Ss I i. bean bo PAIL 7,519 7,885 1,016 19,637 
ODOR Ie ean tor ee eee a Mate oe 2,660 8,541 6,693 oou 19,224 
OS Oe ARIA re tee oi Ate a ht, AM 2,898 6,493 7,550 Weald 18,118 
ICE | Oils ae 2. aman 25 a” ene a 2,957 5,894 4,774 ile Wigs 14,742 
TU a eee US co os ee ed 2) 2,012 3,958 Oo) 1,363 12,408 
LOSS ene eee a ke ee 3,776 Sop 5,808 1,619 16,556 
TOSS NA a yeh URSIN, ten 35212 4,967 6,524 1,417 16,120 
OSS ee RUE, ke AEE Me ke fers Gd 4,405 5, 440 6, 502 1,957 18,304 
O36 eae eee Bee cick, her huentons, a atumba va tees Sy ills 4,721 5,913 1,567 15,314 


TERT canes sages Bic oa |: eee a ae Ear 3, 600 4,892 7,460 1,940 17,892 


* Dominion Bureau of Statistics, Fruit Statistics of Canada. 


Apples represent the most important fruit crop in Canada. Of the total 
Canadian production of apples in 1938 British Columbia produced 39 per cent, 
Ontario 16 per cent, and Nova Scotia 42 per cent. In British Columbia apples 
are sold and recorded in boxes of approximately 42 pounds; in Ontario sales 
are made in bushel and half bushel baskets, but are usually recorded in 
barrels, which contain 3 bushels; in Nova Scotia sales are made and recorded 
in barrels of approximately 135 pounds. In the table below production in 
each province is shown in thousands of boxes. 


TABLE 2.—-QUANTITY OF APPLES PRODUCED IN CANADA, BY PROVINCES, 1926-1938* 


(in thousands of boxes) 


r Nova Fics British Other ‘ 
Year Scotia Ontario Columbia | Provinces Canada 
192.6 Petes bee Eee eat, SER po de PER 2 gad 2,782 vd (2a 4,112 425 9,040 
ORI dae ee Wake Semen i a ee Poet TAD 2,021 3,409 398 8,603 
L928 Ain Say APPRISED ee 3, 268 1,684 4,608 385 9,945 
LOAD take Prati an Sesame aia hod a at dare nite Be Miter 5,214 DAT 3, 484 666 11,791 
LOBORAEL POE tas Seek. SOL 4 UL 1,911 4,488 498 10,414 
LSD. a aint a Eee Sere, Ae Nena Ae Re 4,282 2,928 3,544 723 11,477 
QO rarer: i. Pee. Gate eA e. Pote ry. 3, 164 2,756 5,190 899 12,009 
BR Foe ee ae ete MRE orice eae Ocaae 7,314 3,206 4,815 1,085 16,420 
TOBA AAR EAR? nd SRR ARTE E RR cs bY Coo atid 5,400 1,821 5,404 438 13,063 
13) eae eae eee ee Be ee A kale ys ext es _ 5,400 2,181 5,145 774 13,500 
103 Claes ners Mere es Pen eet. atish «oh, ai 5, 250 Peatilal 4,625 360 12,346 
ORY 0 ee ee een 2 eee eee ee 6, 458 2,236 5,798 680 15,172 
LOO SNR . MMR ine eePe ec rreratane tears ct ccy 6,572 2,536 6,049 510 15, 667 


* Dominion Bureau of Statistics, Fruit Statistics of Canada. 
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With production increasing from nine million boxes in 1926 to over fifteen 
million in 1938, the apple growing industry in Canada has supplemented its 
domestic market with an increased export trade. The United Kingdom takes 
about 90 per cent of these exports. Domestic consumption after the peak 
crop year of 1928 declined slightly, and not until 1937 did per capita con- 
sumption return to the 1928 level as appears from the following table:— 


TABLE 3.—PRODUCTION AND CONSUMPTION OF APPLES, AND PER CAPITA 
CONSUMPTION, CANADA, 1928-1937* 


(in thousands of boxes) 


, i Estimated cha Canadian Consumptiont 
Year—April 1 to Mar. 31 groin ey Exports Total % of Total|Per Capita 
Consumption] Production |Consumption 
% lbs. 

LOR SIO. A AVA Rocce o aN ME Reieten = SeOS 9,946 3, 243 7,284 73°2 34-0 
1O20= 303.4 op GER aes le eer eee ee 11,791 5, 646 6,618 56-2 30-4 
LOR Bs oe He etetaoe = Hae ER ees 10,414 4,995 5,838 56-6 26-4 
AAG el ES Vi ae ae Wp. Care. 55 ta: Coe Siea R e 11,477 4,977 6,858 59-8 29-7 
POR OO at 9.-( eae Ll Reis te Vc Ree ee ae 12, 009 5,340 6, 894 57-4 29-5 
1088234 oe Ns BALL. ha ee eee teh 16,420 10,428 6,105 ice 25-7 
[OSATSD. ca 5 date hich ee ieee 13,063 6,180 6,948 Buy) 28-9 
OBB O.AS eve niece Nee ear tar RE epee ae EE 13,500 6,864 6,798 50-0 27-9 
POS GEST ress ta eas hs Re eS 12,346 4,518 7,992 64-0 32-6 
O81 238) vad. eee di Ga oe aden iy 6,642 9,165 60-4 36-8 


* The Apple Crop Production and Distribution, 1937-38 (Department of Agriculture, Marketing 
Service, Fruit and Vegetable Division). 
t Includes imports, which ranged from 383,860 boxes in 1928-29 to 66,411 boxes in 1934-35. 


While the Canadian fruit industry grew rapidly a comparable develop- 
ment was taking place in the western United States. Stimulated by the immense 
market east of the Mississippi Valley, the Pacific Coast fruit growing districts 
broadened their production until they too were faced with marketing difficulties. 
This led to the export of that portion which could find no domestic market 
at a given price, and export sales were made frequently at prices less than 
prevailing domestic or world prices. When such sales were made to fruit 
producing countries the price structure of the importing country consequently 
was affected. Under these circumstances it was probably inevitable that 
demand should arise from Canadian fruit producers for customs tariff pro- 
tection for their industry. Since 1906 a graded tariff on imported apples 
has been imposed and seasonal dumping duties have been applied to off-season 
imports. A table showing the customs duties on apples since 1867 is included 
in Appendix I. It has been suggested that tariff protection of the fruit industry 
has made the selling price of Canadian apples, particularly in the prairie 
markets, frequently higher than the world price, and that the chief marketing 
problem has been to prevent a flooding of the domestic market by Canadian 
producers who are encouraged by the higher price level.+ 


1Ormsby, Fruit Marketing in the Okanagan Valley of British Columbia (1935), 9 Agri- 
cultural History 80, at p. 86. 
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2. DEVELOPMENT oF FRuIT GROWING IN THE OKANAGAN VALLEY 


Although several other districts have begun to grow apples and small 
fruits on a considerable scale the Okanagan Valley is the most important 
fruit growing area in British Columbia and dominates the industry.2 Large 
scale vegetable and potato production has been developed in other parts of 
the province. The Saanich and Duncan districts on Vancouver Island, the 
main line and the lower Fraser Valley, and Howe Sound and Sechelt on the 
mainland coast have become important commercial producing areas. 

The Okanagan Valley is the term employed generally to describe the 
land due north of Armstrong toward Sicamous on the Canadian Pacific Rail- 
way main line and southward to the region west and south of Penticton watered 
by the Similkameen River. It is approximately 160 miles long and 80 miles 
wide, and covers an area of about 13,000 square miles. The Okanagan’ Valley 
became a fruit producing centre only after a process of experimentation by 
which it narrowed down the range of its economic activities. Fur trading, 
gold mining, cattle ranching and wheat growing all contributed to the Valley’s 
growth. Fruit growing appeared about 1860 when apple trees were planted 
by Oblate priests near the “Old Mission,’? but the commercial development 
did not come until much later. In 1892 the acquisition by Lord Aberdeen 
of large tracts near Kelowna and Vernon and the introduction of multi-acre 
tree plantings pointed the way to fruit cultivation as an industry. Large irriga- 
tion systems were installed throughout the district to substitute for the lack 
of precipitation which makes the Okanagan a temperate but perpetual dry-belt. 
By 1906 large tracts in the Valley were under cultivation and in the next 
eight years there was a very heavy increase in the number of plantings and 
of new settlers. The Okanagan Valley land rush eased after 1914, when the 
population and settlements began to take on their present size and character. 
In these boom years a good deal of poor land, fit only for grazing purposes, 
had been planted, and many disappointed settlers were compelled to find other 
locations or to cultivate other products. 

By 1920 the Okanagan Valley, together with other fruit growing areas 
in British Columbia, had reached a mature stage of commercial development, 
but the opening of new fruit growing districts and changes in apple varieties 
contributed to a continuous expansion of the industry. From approximately 
eight cars sold in 1896, the industry in the Okanagan has developed until 
today it grows and ships over 7,000 cars of apples annually, as well as a 
very large quantity of pears and soft and small fruits. Table 4 shows the 
importance of the Okanagan Valley in the British Columbia industry, while 
Table 5 shows the volume of the principal fruits grown in the Valley. 


2Creston, Nelson, Grand Forks in the Kootenay Lakes region, the Bella Coola region 
on the north coast, the lower Fraser Valley, and the Duncan and Saanich area on Vancouver 
Island are all areas of fruit culture. The term “Okanagan Valley” is used_in this_ report 
to refer not only to the Okanagan Valley itself but to the area (Okanagan Valley, Creston, 
Nelson and Grand Forks) under the administrative control of the B. C. Fruit Board. Areas 
in British Columbia not subject to Fruit Board control produce a relatively slight share 
of the total British Columbia fruit production. seal 

3 From historical material supplied by M. S. Middleton, part of Exhibit 133, Old Mission 
is believed to be a point 6 miles north-east of Kelowna, B.C. 
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TABLE 4.—PRODUCTION OF APPLES AND PEARS IN BRITISH COLUMBIA, AND IN 
THE OKANAGAN VALLEY, 1926-1937* 


(in thousands of boxes) 


Apples Pears 
Year Okanagan ) All British | Okanagan | All British 
Valley Columbia Valley Columbia 

LOD G) ice <i na eR RRO EDC: sn AC 3,569 4,112 145 181 
SORT 5 ated aha; OSE SPORTED. , ew enes 3 ane 3,038 3,409 107 128 
100 G get ate Wa OC ee OR Se See 4,146 4,608 lis 207 
10200) oars reain pete dao ve gerne sOh/e de hich SEGER 3,081 3,484 129 163 
Sie eR ie al iso Wh ad rh a PED AEE 4,147 4,488 143 174 
AQSLELL TS, Moen AED ARTY | RR OT ee 3,145 3,544 160 187 
ROSIE enc MR TALE Serie, Ft ne eee 4,774 5,190 132 167 
1093. ¢ A Atal ae ein te atom reer: 8 set bee | 4,338 4,815 232 220 
(OSGeo a he et a Te 4,944 5, 404 928 279 
1OSG EAR. AP poh dea b eed eetieten,. DE 15 Oe 4,581 5,145 232 269 
105n U.. 5. 2s ae ee et A ek ey Se 4,257 4,625 934 267 
POST AT. WUE Rae MC AT SAA 3 5,397 5,798 275 302 


* Figures for es Valley supplied by M. S. Middleton, District Horticulturist, Vernon, B.C. 
(part of Exhibit 133 ): figures for all British Columbia from Fruit Statistics of Canada, 1925-36, and Annual 
Statistics of Fruit and Floriculture, !937—Dominion Bureau of Statistics. In this and following tables of 
the present report, records supplied by District Horticulturist at Vernon refer to the Okanagan Valley 
proper, and do not include Creston, Nelson, Grand Forks or other B.C. fruit areas. 


TABLE 5.—PRODUCTION OF FRUITS IN THE OKANAGAN VALLEY BY KINDS, 
1920-1937* 


(in thousands of boxes or crates) 


Year Apples ee Pears Biased Cherries | Peaches | Apricots Total 
[ t T t t t t 
LODO sak erate eee os Lely: 149 68 220 109 153 48 2,004 
ODI Reese. ae. Ae 2,769 324 86 306 79 Lay 63 3,765 
LOD ARTAS ae stk 2,849 194 92 266 106 180 66 3, 152 
Ora aetne weed oe 3, 05% 152 86 280 86 123 4] 3,822 
OE ae BR 2,162 128 81 154 51 45 32 2,654 
ODS VISOR Cate oy 2,560 116 16 18 59 52 2 4 2,828 
O20 Sto Peceeey eter 3,569 171 145 112 213 162 195 139 4,706 
U2 (ver ees oe tee 3,038 154 107 44 162 64 100 40 3,708 
HOD CER Caner. 4,146 ilyers 175 98 234 82 172 99 5,183 
LOD) Oe ey bere ac 3,081 118 129 63 151 111 142 100 3,895 
T9305 ane. de: 4,147 130 143 71 152 103 163 33 4,942 
LO Baie. Parsee 3,145 136 160 65 115 86 125 121 3,954 
HS Bell > Sie eee ie 4,774 130 132 93 187 146 247 166 5,874 
MOS Bree ak ee 4,338 131 232 62 159 121 219 101 5,363 
AO SVAN 3 neh Sr 4,944 143 228 109 Dol 162 316 300 6,433 
UR oe iso oatear ee 4,581 132 232 73 254 103 132 99 5, 606 
NO3 Oem tia coe 4,257 128 203 67 145 129 82 4 5,044 
NOS TRE AE An. 5,397 148 PAIRS 76 Pau 116 415 158 6,800 


* Compiled by District Horticulturist, Vernon, B.C. (part of Exhibit 133). 
t Boxes containing 42 pounds net, apples and pears; 36 pounds net, crabapples. 
t Crates containing 20 pounds net. 


The relatively large volume of the apple crop in the Okanagan Valley as 
compared with its production of small and soft fruits is shown by the above 
record. Throughout the period from 1920 to 1937 apples have represented about 
80 per cent of the physical volume of fruit production. The disposition of the 
apple crop is the central marketing task of the Valley and of the other fruit 
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growing districts of the province. Consequently much of the material in this 
report is concentrated on the marketing of the apple crop. The value of the 
apple crop of the entire province represents about 70 per cent of the total market 
income of the fruit growers, as is shown in Table 6. The acreage in apples and 
other fruits in the Okanagan Valley in 1925 and 1935 is recorded in a table in 
Appendix II. 


TABLE 6.—VALUE OF PRODUCTION OF APPLES AND OF ALL OTHER FRUITS, 
BRITISH COLUMBIA, 1926-1937* 


(in thousands of dollars) 


Year All other 
Apples Prnits Total 
$ $ $ 
LOA Os Sal RPA c MN tas oe ee ee CO, ae, 5,038 2,243 7,281 
ICP AES eke ene: one aes SUL RR ve Ae One aR oD aR Ce Seen ae aE Oe a Ee 4,910 2,113 7,023 
MS PR veces Sco nS RASA HCH eps OOD BRR rena Meena Cplees tah bake! aleeseata. See 5, 650 2,234 7,884 
INA ER Re ciata LAL Rtec amok 4 ALOT Eee eee AE othe BME OM ER intr er a kas eta any 4,495 2,197 6, 692 
LOB OM Reet: Saat resins! gre.) nie dai Ne aah Aol he eee. i OS, 5,579 1,971 7,550 
TORTS Spec tS ct Ai ct ah deed cn, A ole tm et ao Cio ine i Ce he gm 3,099 1,674 4,773 
HOBO eerie Rene y. acre civsartcn sieocrs Ree RATS. TDI ey see es 3,027 1,547 5, 074 
TRO eye cise es Sek oe ce Re RRS (UN ent a Bn AIEEE Gas 4,142 1,666 5,808 
HUBER. b Sota Seek AEN, APB ol, aA ent tek fe Be ai tay Matin} MR 4,332 2,192 6,524 
NOS OMe ea ter eaters Ge Were be. Sa eat ak Leia. wo oie Maen 4,320 2,185 6,505 
LOS SAME aN ae Ae LAM cccmment oe | TER AGE ES FE eee te Nal £89 ae 4,348 1,565 5,913 
TROY Seo cs ce SO oa ne REED Tatas <4 SEY «0. 0 tie ic) NIN I ol Aa 5,136 2,324 7,460 


* Fruit Statistics of Canada, 1925-36, and Annual Statistics of Fruit and Floriculture, 1937—Dominion 
Bureau of Statistics. 


The number of growers in the Okanagan was 1,566 in 1920. In 1935 the 
number had increased to over 2,400 growers, cultivating a total of 23,752 acres, 
or an average of 9-8 acres per grower, as shown by Table 7. 


TABLE 7.—NUMBER CF FRUIT GROWERS, AND AVERAGE ACREAGE PER GROWER, 
BY DISTRICTS, OKANAGAN VALLEY, 1935* 


Average 
Seit= No. of = 
District Acreage 

Growers | or Grower 

aniloops==Nainalsinemet eae eee ok ke emiac on ctan  ee eaeeenee 34 17-7 
SalmonwA rin SORTS Onsen t. .gteeuedoyskskes ol Saar rexel dkel cus sol haaeuanTolnic doe ce se wih Sicioesneics 240 6-8 
TIM StLONM=—- NCEE Dyas See oer eet een cr ete rote commer cnerscise tes pubes SA 79 3-4 
SVC TOT cee a ey ae eds EE c,d 20 ERE IRR PON eS os Sadtisatiaya auctor ands otenehine 215 15-4 
LDN OUEST Ws 5 Ui ch 5 AIS eS ok DATOS. OTIS CERNE ee Sern sit ler RENN Ae Stes Sneak re 79 11-5 
OicanacanSencre-—VWimiilel Gl! Meech. mete taciicrs in areretey ratte cine imteteeierrirs centers a sSoreas cers 90 14-4 
Kelowna eye ee eee ae tee, Sieh: Ae wus SSR, ee SS Ad 421 13-5 
VES Geni aby ee ne ae hen oc Nas oe ce Ac eee cum eens cc aaa eBoy tcc esas caa 69 8-4 
IPEAGHTA NC eaten ere ee ME ee ah en gf OAIE, SA Soe es A RAIA Serb ctole STE aee 84 5-2 
S umamer] ari Cll Ase lucy be uchtose nhs wate den habs ct boavarepetsae met sebrwonts Sondre 364 7-0 
INA ey Cane ete ne ere tects eatchedan sue oices. ween oreuek ers sievererate sels amie 95 9-2 
NELeinniKerieli\s Gee eee) Wit Mah ae ea ane AE RURRP LS SAD eR OI beet eRe CERES ROLES Ie ES Ol oA rte ee Re 245 8-6 
RAT CLE yee tare eee ra tose a SY aay eS Ae olen haere Por 48 9-7 
Oliver OSOVCOS eee ee MT Care ire este etete incre coecs hinge etre detece eee erence ie 251 9-3 
VCS URI OTE Or WSO Cvtbicid 6 RRR. ond Beans Sea O DIGG cuties Dae p OS.G CO mcr tis 15 6-0 
FING Galles Bae ae ree eA ee HERON Sc Se ERIS, ole, 5 Ale tater oa a tay ceamca kes tes 2,429 9-8 


* Supplied by District Horticulturist, Vernon, B.C. 
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The average acreage unit south of Kelowna is much smaller than the average 
in the north end of the valley. A more temperate climate in the southern dis- 
tricts permits intensive cultivation of soft fruits, yielding a proportionately higher 
return per acre to the grower than apples and pears. 

The number of trees per acre is limited now, through more or less uniform 
practice to approximately 60 per acre, ten less than the number planted before 
1930 as recorded in the 1925 tree planting survey. While the number of trees 
per acre has declined, the per acre yield of apples has increased as the result of a 
more careful selection of trees and more scientific cultivation. Appendix IV 
records the increase in the yield per acre between 1925 and 1935. With an 
average size orchard of 9-8 acres, and with an average production of 300 boxes of 
apples per acre in the north and 354 boxes in the south, the northern grower 
produces approximately 3,000 boxes and the southern grower approximately 
3,500 boxes per season. Such statistics, however, are general and can do little 
more than present the approximate individual production in many districts 
throughout the Valley. 

Substantial advance has been made in recent years in additional cold storage 
facilities, a necessary factor in the marketing of these perishable products. The 
following table indicates the extent to which cold storage facilities have been 
built. Capacity has been more than doubled since 1934. 


TABLE 8.—CAPACITY OF COLD STORAGE WAREHOUSES IN THE OKANAGAN 
VALLEY, 1925-1938* 


(in thousands of boxes 


Year Additions Total 
1 DT ie Srl ale A Ae <A RS SOR A Mie a VR Ded <a. Sees em es a ire cocaine 2 we 117,897 117,897 
TOD, SARE kth EARS AS UE EES eee Pe ORE. Rtas re ee 25,000 142,897 
1h (rn eae eek eee ee Apa ee Gin core ae ee cee aren OY omen 30, 000 172,897 
LSA) ie ae er ote 5 eee mes my WM Rest A Oa hates WA i cen ae 9, igi eit ws 70,000 242,897 
MS bs cic eeeteces Hota ls A tds CR cles Oe ae ie ge ae 96, 000 338, 897 
LO BN rer at hac et ii dy Tat gee cae tall SI ag de A Ace Ce et a 120,000 458, 897 
TOSO ONES. 2. OVE: CLA EDO Ee 5 SS SO 201,458 660, 355 
TORO 8 oso ois sinc 2s oc 1A Se es DRT AB SR NSE RA. BE eS epee ee 103,000 763,355 
OBA, Saye hoe ies cca A eh ENA cet Siok Rc or te OTE, Poo oat AME et ARE ae | I 49,000 812,355 
LOSS stirrer peters sertecertt «apni tart dal a. heh § eared aml years 5 See MADD el coms 505, 700 1,318,055 
VOB 6 Ft OW Er Eine PRI occ PROCESS TOR Ger, RR hk eee cy. ee 174, 000 1,492,055 
OSTA rk Aas Ow lee os UG ees, Dares yaa Rehan Se A meee 264, 758 1,756,813 
TOS BREN. EE oe ay eh te Pes Ons ARE cron Shae PD Ror, cae WA 2 i 102, 000 1,858,813 
Bot) DP ein toe a dace BRE meet nA. cu ercit ary Rach RMS Oak ORCI THEREIN GC 1,858,813 


* Part of Exhibit 46 (prepared by W. H. Hembling, British Columbia Fruit Board, Kelowna, B.C.) 


The development of cold storage facilities has done much to influence mar- 
keting methods in the Okanagan Valley. The ability to preserve a greater portion 
of the crop for a longer time has enabled fruit shippers to spread shipments over 
many weeks and to lessen the glutting of markets which frequently occurred 
because of the need to dispose of the product quickly. 

Selling prices of Okanagan Valley products, in common with agricultural 
prices generally, showed a marked decline after 1929. The following table sets 
out the broad average prices paid to shippers, without reference to size or grade 
of fruit. These prices are only estimates based on sales throughout each season, 
and at best are very rough averages. 
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TABLE 9.—AVERAGE PRICES OF OKANAGAN FRUITS, F.0.B. OKANAGAN POINTS, 
1925-1937 * 


(per packed box or crate) 


Year Apples Crab- Pears Plums Prunes Cherries} Peaches | Apricots 
apples : 

$ cts. $ cts. $ cts. $ cts. $ cts. $ cts. $ cts. $ cts. 

LOT ese 1 40 1 20 2 25 0 80 0 80 2 25 1 00 1 25 
LODG Rene eee ee Nk: 1 30 0 85 1 40 0 55 0 55 1 35 0 80 0 90 
CPE ri aie he et ate 1352 1 05 2 00 0 61 1 26 2 63 1 30 1 54 
MODS Ae ONS PIN. P588 1 33 1 03 1 66 0 97 0 55 1 90 0 75 0 83 
UDR Aen ee, eee 1 35 1 20 2 20 1 20 0 50 2 40 0 95 1 20 
LOSO RE ee ene 1 30 0 95 1 50 0 80 0 65 2°20 1 00 1 25 
LOS ret tT. LAE 1 05 0 58 R35 0 70 0 69 1 65 0 95 0 90 
198 2 sic depeetts aebhs 0 85 0 70 0 75 0 35 0 60 1 25 0 95 0 85 
OS Stee eee mayan ors: 1 00 0 60 25 0 80 vas) il 7653 1 00 1 25 
OSL ares tte Uh, 1 00 0 60 1 25 0 80 0 70 1 40 0 90 1 00 
LOB Oe sant cry Pee, 0 90 0 55 1 20 0 75 0 65 1 50 1 00 1 00 
LOS Oran een 1 00 0 70 1 15 0 70 0 60 I 30 0 80 1 05 
LOST a aaeetawnnten 0 95 0 70 1 35 0 60 0 60 1 80 0 70 0 80 


* Statistics supplied by District Horticulturist, Vernon, B.C. (part of Exhibit 133). 


3. PRODUCTION AND SHIPPING METHODS 
(a) Fruit Growing 


The risks of fruit growing are similar to those encountered in the cultivation 
of other products of the soil. The fruit grower must contend with the vicissitudes 
of climate, the varying capacities of well-worked acres and the visitations of 
_ parasitic insects. Irrespective of his return, the grower has certain overhead 
costs to meet, with irrigation tolls and taxes comprising the most substantial 
part of the fixed expenses. Cost records examined and estimates given in the 
course of this investigation disclosed a cost range of 33 to 70 cents per box, but 
no satisfactory estimate of the cost of producing a box of apples was made. It is 
understood that the Economics Division, Marketing Service, of the Dominion 
Department of Agriculture may undertake a study dealing with this question. 

To the anticipated “normal” problems of fruit production have been added 
the changes in apple “fashions”. Consumer caprice as to desirable varieties 
makes it necessary to limit the production of those which become less popular 
and to increase the tree planting of varieties more consistently favoured by the 
public. To accomplish such changes and to correlate them with a view to con- 
trolling and increasing the proportion of popular varieties, committees of growers 
in the Okanagan, in co-operation with the Provincial Government, have planned 
long-range tree substitution schemes, to give growers the opportunity of planting 
popular “economic” varieties rather than “uneconomic” ones for which the 
demand has slackened in important markets. 


(b) Fruit Packing and Shipping 


The general grades and kinds of pack to which fruit packers must conform 
are established by regulations of the British Columbia Fruit Board and by rules 
laid down by the Dominion Minister of Agriculture under the Fruit, Vegetable 
and Honey Act. The Fruit Board has power to order that certain sizes of certain 
varieties shall be shipped to particular areas where these sizes are in demand. 
This emphasis on special grades and sizes appears to be the result of a demand 
for such particularization in certain urban markets. Many jobbers and shippers 
have expressed the opinion, however, that over-grading exists in the industry, and 
that one effect has been a substantial increase in packing costs. | 
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The swift rise in production of apples and other fruits brought a sharp 
increase and improvement in packing and shipping facilities in British Columbia. 
From the half dozen packing plants in the Okanagan Valley which appeared 
between 1896 and 1905, the number had grown to eighty-eight in 1938. In 
addition to these, a number of growers have their own packing facilities. While 
the practice of individual grower packing has not developed appreciably, there 
are several grower-packers whose highly individualistic activities have led them 
to pack and sell fruit without strict regard to the requirements of the British 
Columbia Fruit Board. The great bulk of the fruit, however, is packed by the 
regular packing agencies in the Valley. These may be classified according to 
function and according to ownership. Most packing houses also solicit orders 
and ship their packed products. In such cases they may be described as packer- 
shippers. There are seventy-six packer-shippers in the Okanagan and only 
twelve packing houses do not have shipping facilities. Only a small number of 
- packers, sixteen, receive and pack small fruits in addition to other fruit and 
vegetable products. 

All Okanagan packing plants are either co-operatively or independently 
owned and operated. The co-operatives are divided into those affiliated with 
and shipping through the principal co-operative selling agency, Associated 
Growers of British Columbia, and those not so affiliated but maintaining direct 
contacts with jobbers and other purchasers. The total number of co-operative 
packing houses is approximately twenty-five, although this figure is subject 
to qualification due to the reported reorganization of independent packer- 
shippers into a co-operative organization with a common selling agency. 
The remaining packers, however, including those recently reorganized as 
indicated, may be described as independent, being privately owned and operated 
packing companies. ‘ 

Okanagan Valley shippers, with the exception of one co-operative selling 
through Sales Service Limited, may be divided into the following groups:— 


Co-operative Shippers Independent Shippers 
Local members sell- Non-members Selling through Selling 
ing through Asso- of Associated Sales Service direct 
ciated Growers of selling Limited 
British Columbia direct 
Limited 


Twenty-three of these shippers are co-operatives which employ, as local members, 
the facilities of Associated Growers of British Columbia Limited; there are 
only two or three non-member co-operatives which sell directly on their own 
behalf. Thirteen independent shippers sell through Sales Service Limited, an 
independent selling agency, which began operating in 1926, while the remainder 
of the independent shippers sell directly to the Canadian and export markets. 

In all, four important groups of shippers are operating in the Valley: 

(1) Associated Growers of British Columbia Limited and its locals; 

(2) Sales Service Limited and its member shippers; 

(3) The “Foursome”: four independent shippers® having a very loose association 
in which a measure of joint action is undertaken for their mutual advance- 
ment and protection; and 

(4) Other independent shippers. 


The relative importance of these groups, as indicated by the share of domestic 
shipments of British Columbia fruits handled by each, is shown in Table 10. 


4 Vancouver Province, March 16, 1939; Vancouver Sun, March 23, 1939; Vernon News, 
March 23, 1939; Vancouver Province, March 24, 1939; for reference to this development see 
page 15. 

5 British Columbia Fruit Shippers Limited; B. C. Orchards Limited; McLean & Fitz- 
patrick Limited; Occidental Fruit Company Limited. 
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TABLE 10.—SHIPMENTS OF BRITISH COLUMBIA FRUIT TO DOMESTIC MARKHTS, 
CLASSED BY GROUPS OF SHIPPERS, 1935-1938* 


(From Okanagan, Creston, Nelson and Grand Forks) 


(by ears) 
es Associated aloe Sores SO reg ” ihveras 
Giubeets ales Service oursome Others Total 
cars % cars % cars Y cars % bpeek 
Roe keane ae ee 1,997 | 38-92 845 | 16-47 980 | 19-10] 1,309} 25-51 idle! 
LOSG=O (ete Mee eA: oa! 1,770 | 37-18 911 | 19-14 951 | 19-98 | 1,128] 23-70 4,760 
lIGEY Zo ea we vente boeueee 2,198 | 39-92 | 1,030] 18:70) 1,107} 20-11 A AbN ls Pike 5, 506 


* Compiled from material supplied by B.C. Fruit Board (Exhibit 137). 


These percentages show the leading position of Associated Growers and the 
local co-operatives selling through its agency. They indicate also that the 
co-operative movement cannot follow its own marketing and other policies 
without taking into account the policies of the other groups. 

A shipper is the agent and consignee of a grower with whom he enters into 
a@ consignment agreement. The shipper receives fruits and vegetables on 
consignment from his growers and disposes of these products in the most 
profitable markets. As the grower’s agent the shipper has certain moral and 
legal responsibilities. He deals with the grower’s goods as a consignee and 
must exercise the care and assume the trust that his special position requires. 
Except as he has been limited by the regulatory power of administrative boards 
created to control the production and marketing of various products in the 
province, the British Columbia fruit and vegetable shipper has all the general 
powers of an agent. Then, too, he is aided by the tradition underlying shipper- 
jobber relations which has resulted in shippers having a rather large field in 
which they may and do exercise a legitimate and desirable initiative. The 
shipper maintains contacts with marketing outlets—either jobbers or retailers 
—and almost invariably markets the product with the assistance of a broker, 
who becomes, for the purpose of a given transaction, the agent of the shipper 
and sub-agent of the grower. 

Orders for the grower’s products are sought by the shipper and are filled 
from “pooled” accumulations of all growers’ products consigned to a given 
shipper and in his warehouse. By pooling the consignments of all his growers 
the shipper can offer a wide variety of grades and sizes. It is his reponsibility 
to adjust claims made by jobbers, to decide what prices will be accepted 
for his growers’ commodities, and to distribute the sales receipts equitably 
amongst the growers who have participated in a particular pool. Growers 
are entitled to insist upon audits being made of these pool accounts, but, at 
least in the Okanagan Valley, this is not the general practice. 

The care with which funds of the grower in the hands of the shipper are 
to be treated has been defined by statute in addition to the basic common law 
rules governing such liability. From the funds received for sales of the 
growers’ pooled products the shipper deducts his selling charges, and, if that 
shipper performs packing functions, the packing charges. The balance, less 
loans advanced to the grower, is returned to the producer-principal. Such 
advances often are made by independent shippers, and all such grower-shipper 
contracts contain clauses providing for the continuance, at the option of the 
shipper, of this contract to employ and consign to such shipper for the duration 
of the indebtedness. The contract remains in force if the indebtedness is not 


liquidated by a given date, usually May 1st. 
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Many growers in the Okanagan Valley appear to be in a continuous state 
of indebtedness to certain shippers, with the result that these growers find it 
difficult to shift from one shipper to another. If they get deeply into debt 
they cannot turn to another shipper unless they are able to repay the loans 
or have their prospective shipper-agent assume the old liabilities. It has been 
said that because of such obligations many growers are compelled to remain 
with shippers whom they distrust and whose returns they deem unsatisfactory. 
Loans are not made by co-operatives, and growers in the co-operative movement 
are not, therefore, so affected. Since, however, well over a thousand Okanagan 
growers are not co-operative members, the question remains important and 
difficult. 

Independent shippers seem to have fared well in the past five to ten years. 
An examination of the annual financial statement of ten independent shippers 
in the Okanagan Valley indicated that their financial position in most cases 
is strong and that their annual net profit shows a very substantial return 
on investment.® Such relative prosperity on the part of shippers in districts 
where complaints of insecurity and low returns have been widespread among 
producers undoubtedly leads to antagonism and suspicion. Many shippers, 
through careful grading and variety selection for pools, have built up reputations 
that make their brands desirable, and many of them have served their growers 
well through aggressive salesmanship and diligent cultivation of markets, 

In 1935 the shippers of the Okanagan Valley organized themselves into 
the Okanagan Federated Shippers Association under the provisions of the 
Provincial Societies Act. This association succeeded the Growers and Shippers 
Federation, which had operated under the Produce Marketing Act. of 1927, and 
the Shippers Council and other shipper groups which were established after the 
judgment declaring the British Columbia Produce Marketing Act invalid in 
1931. The objects of the Federated Shippers Association touched every aspect 
of the marketing of Okanagan fruits and vegetables. It proposed to protect 
shipper interests by discussions with jobbers as to commissions, profits, 
allowances, rebates, etc., to set maximum or minimum prices at which products 
might be sold, and to make regulations, not inconsistent with those of the British 
Columbia Tree Fruit Board, that should be binding upon the members of the 
Association. The Association has exercised a substantial influence upon decisions 
of the British Columbia Fruit Board on packs, cartels and other matters. With 
the assumption of increasing authority by the Fruit Board and the growth of a 
demand for central selling, it does not appear that the Federation will continue 
to exercise the authority it once had. 


(c) Selling Agents in the Okanagan Valley 


The two leading shipping groups in the Okanagan Valley—Associated 
Growers of British Columbia, Limited, of Vernon, and Sales Service Limited, of 
Kelowna—together handle between 55 to 60 per cent of the fruit crop produced 
in the districts which are regulated by the British Columbia Fruit Board. 

These selling agents are organizations which represent shippers and perform, 
in a single office, all the selling functions of the shippers. By centralizing their 
functions it was intended to reduce costs and to provide a more efficient sales 
connection with jobber-purchasers. These selling agents make offers and accept 
orders, apportion them among the members, ascertain marketing conditions, 
negotiate claims, and do almost everything that the individual shipper would 
have had to do to sell and service the product consigned to him. For such service 
the selling agency receives, in the case of Sales Service Limited, a fixed sum per 
car, or, in the case of Associated Growers, a fixed charge less a future rebate if 


6 See Appendix IX for data showing returns for 10 independent shippers, 1936-1938. 
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such charge is in excess of the selling cost determined at the conclusion of the 
fiscal and crop year. Similar rebating policies are followed by co-operatives 
which are not members of the Associated Growers, such as, for example, the 
Pyramid Co-operative Association, Penticton, B.C. 

A contract between Sales Service Limited and any one of its members 
requires that a certain fee per box, per crate or per ton, according to the 
particular product, be paid for such service. For apples the fee is three cents 
per box, and with approximately 750 boxes to a car the payment amounts to 
approximately $22.50 per car. The contract also provides for an additional 
schedule of fees in lieu of brokerage payment. Sales Service thus pays 
brokerage, and the shipping member is liable for no other charge under the 
contract, except in connection with losses arising out of claims against particular 
shipments for which he is responsible. 

Contracts between Associated Growers and its members or “locals” are 
“three-way ” contracts between the grower, his local, and Associated Growers 
of British Columbia, Limited. Broad powers to dispose of the product and to 
deduct various charges are given to Associated Growers; it may also deduct one 
per cent of the total yearly proceeds of fruit and vegetable sales for capital and 
reserve purposes. No fixed series of service charges obtains here as in the Sales 
Service contract; but from certain initial deductions rebates are given to the local 
if the selling and subsidiary costs are less than were anticipated. 


4. PRODUCER ORGANIZATION IN THE BRITISH COLUMBIA FRUIT INDUSTRY 


(a) The British Columbia Fruit Growers Association 


With a great advance in fruit production and an increase in the number of 
commercial growers, there arose a need for some organization which could 
express the viewpoint of the growers and which would bear much the same 
relation to British Columbia fruit cultivators as the well-known grain grower 
and farmer organizations bear to the prairie crop producers. Guided in part by 
these objectives, the British Columbia Fruit Growers Association was formed in 
1923, under the provisions of the Provincial Societies Act. The organization 
was to deal with all matters short of marketing, having for its objects “. . . the 
advancement of horticulture in all its branches, particularly the promotion of 
a better knowledge on the part of all fruit growers as to the growing and 
marketing of our fruit, and to facilitate successful marketing other than sale and 
distribution. . .”’7 

The fortunes of the association have varied with the years. For a time 
it functioned as a voluntary organization and depended for revenue on mem- 
bership subscriptions. Since the enactment of the Natural Products Marketing 
Act of 1934, with its Tree Fruit Scheme of the same year, the association 
has been financed largely by funds received from the British Columbia Tree 
Fruit Board and its successors. These funds have come from levies imposed 
on the growers by the Board at the rate of one-fifth of a cent per box. In 
1937 the payment to the association amounted to $9,600. With these funds 
the B.C.F.G.A. has been able to’ carry on as the organ of the fruit growers. 

The association has a direct relationship to the British Columbia Fruit 
Board, since growers who are elected as delegates to nominate members of 
the Fruit Board automatically become directors of the British Columbia Fruit 
Growers Association. These directors, in turn, elect a president of the asso- 
ciation and executive members. The association is the foremost representative 


7From the preamble to the constitution of the British Columbia Fruit Growers’ Associa- 
tion (Exhibit 16). 
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of grower opinion in the British Columbia fruit producing industry. To it 
producers have turned for leadership in the formulation of important selling 
policies, and whatever lead is established by the B.C.F.G.A. ultimately must 
be carefully considered, if not followed, by the agency charged with the super- 
vision of the industry, the British Columbia Fruit Board. 


(b) The Co-operative Movement in the Okanagan Valley 


One of the first attempts at co-operative organization in the marketing 
of British Columbia fruits and vegetables resulted in the formation of the 
Qkanagan Fruit Union in 1908. In 1913 several independently operating 
co-operatives joined forces and organized the Okanagan United Growers, Limited, 
as a co-operative selling and distributing agency. Some time later the Growers’ 
Sales Agency was formed, a brokerage unit representing the Okanagan United 
Growers on the prairies. In these early years of the co-operatives, the great 
bulk of the Okanagan apple crop did not find its outlet on the prairie market. 
Export shipments and sales to New York City accounted for a great percentage 
of the apple business. 

By 1921 the heavy pre-war plantings began to produce, and a very heavy 
crop of over three million boxes pointed to marketing troubles ahead. In the 
following year, 1922, the crisis came. A large crop, low prices, and a glut 
in the Okanagan’s most important market created havoe with producer returns. 
It was at this time that direct or cash buying by shippers or jobber agents 
ceased. Steadily declining prices did much to encourage growers to sell to 
shippers on consignment, a system which has prevailed in the Valley ever since 
except for a short period between 1932 and 1934. 

Conditions in the early twenties were responsible for the campaign which 
co-operative leaders then began for a complete co-operative control of the 
Okanagan apple crop. By 1923 the movement was well upon its way with the 
formation of the Associated Growers of British Columbia, Limited. This 
organization, financed by the growers with governmental assistance, purchased 
the facilities of all the leading shippers and amalgamated them with the existing 
co-operatives. Okanagan United Growers, Limited, ceased to exist, and Asso- 
ciated Growers of British Columbia, Limited, became the central selling agency 
for all the co-operative locals. Legislation was passed to prevent independents 
from soliciting grower members of co-operative locals. The Associated became 
a clearing house for co-operative policies and united action on the part of the 
locals. The various local shipping houses maintained their own entity and to 
a large degree their autonomy. The Associated was federal rather than unitary 
in character. 

Associated Growers in its first year obtained about 85 per cent of the 
apple tonnage of the Valley, but returns were not as satisfactory as had been 
hoped. Thereafter the Associated tonnage began to decline: it was 75 per 
cent in 1924-25, 74 per cent in 1925-26, 72 per cent in 1926-27, 71 per cent 
in 1927-28, and 70 per cent in 1928-29.8 To-day the Associated comprises 23 
local packing-shipping co-operatives in the Okanagan and adjacent districts 
and as far east as Nelson, B.C. In 1923-24 the Associated had almost 2,700 
growers enrolled through its locals, but that number declined to 2,100 in 1982, 
1,620 in 1933, 1,825 in 1934, 1,874 in 1935, 1,827 in 1936, 1,293 in 1937 and 
1,360 in 1938. Since 1934 membership has been more or less stabilized. Similarly 
the tonnage has fallen appreciably from the earlier level, as is shown by Table 11. 


8 Clement, Marketing Legislation in British Columbia, (1938) 19 Canadian Society of 
Technical Agriculturists (reprinted) 405. 
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TABLE 11.—VOLUME OF APPLE SHIPMENTS THROUGH ASSOCIATED GROWERS OF 
BRITISH COLUMBIA, LIMITED, 1929-1938* 


(in thousands of boxes) 


Shipments of Total Associated 
Crop Year Associated Okanagan Growers 
Growers Shipments Percentage 
% 

1020230). ye ees on ake: Seneca (Baa: SAO ade. Leah roe 1,660 3,081 53-88 
O30 ae ea kbs hee eee et AA RE. cate ah hres ed 2,279 4,147 54-94 
GRIER OR es 5 Salant ait ats Sonic She areas Several b ter eevee, ae Cee 157) 3,145 50-06 
A LOR ABE lk tute ace nee CR dc nek ae a aes eis ae a @ Get ee : 2,219 4,774 46-49 
NOSSO Ray. Acres eos ee eee ener Ve MES ere LEE of 1, 656 4,338 38-18 
UTR Batis a sits el  Mvaearen ties ali bad clas ate ae aes: Mar: Soe aN screen es ieee 2,072 4,944 41-90 
NOS SES Oye eee ton eee PRS Lee. end ae eer eee se. et 1,904 4,581 41-55 
[RU SAG=3S ESN y Siete ont rene SECO yer ets come cS Cy 8 See CU Ae oe 1, 7384 4,257 40-74 
TERS NSY exci tei Pe EE MCR TS I Silene Sallie aps neha, ee Bie 2,148 5,397 39-80 


*TFrom Annual Reports, Associated Growers of British Columbia, Limited, 1929 to 1938 (part of 
Exhibit 81), and statistics compiled by District Horticulturist, Vernon, B.C. (part of Exhibit 133). 


Marketing in the last few years approximately 40 per cent of the crop, 
the Associated continues to be the most important single factor, but not the 
only one, and hence its control is far less than had been intended by the original 
plans for Valley co-operation. Its principal markets are in the prairie proy- 
inces and in the United Kingdom. At the present time the co-operative move- 
ment is co-operating with wholesale purchasers of fruit in order to maintain 
its outlets in the prairie markets. This explains some of the concerted action 
which has occurred between Associated Growers and the large independent 
sales agency, Sales Service, Limited. 

One further development in recent months is that almost all the important, 
independent shippers in the Okanagan Valley have announced their reorganiza- 
tion into some form of co-operative shipping house. No details of the methods 
to be employed in the conversion have been secured, but it is understood that 
Sales Service, Limited, is to become a selling agent for co-operatively organized 
members. Another group of independents, consisting of five large shipping 
houses controlling between 15 and 20 per cent of the apple crop, have joined 
in creating a new selling agency under the name of “United Distributing Co- 
operative Association.”® No information has been secured as to the nature 
and objectives of this latter group. 


5. GovERNMENT CoNnTROL OF MARKETING IN BritTIsH COLUMBIA 


The unsettled conditions in the fruit growing industry between 1921 and 
1926 gave impetus to a movement for some form of compulsory marketing con- 
trol supported by legislation. Growers were able to enlist governmental support 
and in 1927 the Produce Marketing Act was passed, creating machinery for 
the control of British Columbia fruit and vegetable production and marketing. 
In the same year the British Columbia Legislature passed the Sales on Con- 
signment Act, a statute designed to assist in remedying conditions disclosed 
in the investigation made in 1924-25 under the Combines Investigation Act. 
The Sales on Consignment Act deals specifically with the type of relationship 
between jobbers and brokers which was condemned by the courts following 
that investigation, and makes special provision to govern relations between 
producers and their consignees in such matters as the settling of accounts and 
the auditing of books. 


9 Kelowna Courier, March 23, 1939. 
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The British Columbia Produce Marketing Act of 1927 created an adminis- 
trative board, the Interior Committee of Direction, with broad regulatory powers 
over prices and terms of sale.1°9 The Committee was composed of a chairman 
appointed by the Lieutenant-Governor in Council, and two other members 
nominated by the Growers and Shippers Federation. The latter group, men- 
tioned in the legislation, was made up of licensed shippers and grower repre- 
sentatives, and was to be the liaison between the Committee and the fruit 
shippers and producers. It was to this body that the Committee of Direction 
reported and in a measure was responsible, but strictly the British Columbia 
Growers and Shippers Federation existed “purely and simply as the body which 
makes nominations for two of the members of the Committee and through 
which the advice of shippers and growers may be given to the Committee.”11 

High prices on the prairies and a short crop in 1927 assisted in establishing 
the Committee as a popular agency of control. Its territorial jurisdiction was 
extended and the number of subjects with which it dealt was increased. By 1930, 
however, low prices and unsatisfactory marketing conditions on the prairies 
stimulated grower dissatisfaction. There was a sharp rise in the number of 
independent shippers, a corresponding decline in the tonnage handled by the 
co-operatives, and the appearance of the grower-shipper as a new factor in the 
marketing situation. 

At this time also the Produce Marketing Act was challenged in the courts, 
and after a year or more of litigation it was declared ultra vires, in February, 
1931.12, Meanwhile, in 1930, the chairman of the Committee of Direction, F. M. 
Black, had already submitted for the consideration of the growers an elaborate 
“central selling’ scheme by which all selling in the Valley would be done by a 
single agency with existing shipping houses reduced to the status of packing 
plants. In the same year the Provincial Government appointed W. Sanford 
Evans of Winnipeg as a one-man Royal Commission to investigate the economic 
basis of the interior tree fruit industry. His report!®, which appeared a month 
before the Supreme Court invalidated the Produce Marketing Act, disapproved 
of the legislation as well as of any form of government intervention which had 
the effect of severely restricting the freedom of growers and shippers in marketing 
their products. The Supreme Court decision threw out all control at a time 
when prices were declining. The only provision for regulation for the balance of 
the 1931 season was a voluntary association of shippers, such as had been 
recommended in the Sanford Evans report, “for the exclusive purpose of report- 
ing and exchanging prices and terms and holding occasional conferences on these 
matters”. Between 80 and 90 per cent of the shippers were thus organized into 
a Shippers Council and were aided by a Bureau of Information set up by the 
Provincial Government and charged with the publication of reports of all sales. 
Without legal power, the Shippers Council was not in a position to control ship- 
ments to prairie markets and elsewhere, and at the end of the crop season it was 
found that 800 cars had left the Okanagan Valley of which the Council had had 
no record. 

The Committee of Direction, which disappeared when the Produce Market- 
ing Act was declared invalid, was succeeded by the 1932 Apple Cartel under the 
management of Major M. V. McGuire. This was a voluntary organization of 
shippers, “brought into being as a result of the chaotic marketing conditions 
which existed in the early stages of the 1932 shipping season’”’.14 The Cartel 


10 For a summary of the work of the Committee see Richards, Marketing of Fruit in the 
Okanagan Valley of British Columbia under the Interior Committee of Direction, The Economic 
Annalist (February and March, 1931), Economics Branch, Department of Agriculture, Ottawa. 

11 Directors’ Report, British Columbia Growers and Shippers Federation, January 5, 1928. 

12 Lawson v. Interior Committee of Direction, 1931 S.C.R. 457. 

13 Report of the Royal Commission Investigating the Fruit Industry (Part II, 1931) 

141932 Apple Cartel, Final Report and Financial Statement, May 31, 1933. “+ 


FRUIT INDUSTRY OF BRITISH COLUMBIA 17 


controlled about 84 per cent of the interior crop, handling 5,107 cars; of which 
2,662 were sold in domestic markets, 2,291 were exported, and the remainder, 154, 
were dumped. The Cartel operated on the principle of permitting the sale of 
different varieties only as the market appeared able to absorb them, and as 
earlier varieties began to disappear. Minimum prices were established but these 
were not obligatory and were not maintained. Internal competition operated in 
spite of cartel restrictions. 


In 1933 a heavy crop was in prospect. Preparation for another cartel scheme 
broke down under the weight of shipper disagreement. Growers demanded a 
“cent a pound or on the ground”, a threat which meant that they would leave 
their apples unpicked unless they received a minimum of 40 to 42 cents per 
packed box.15 Feeling ran high throughout the interior, and finally the Okan- 
agan Stabilization Board was formed, including all the Valley shippers, many of 
whom joined under strong pressure from producers. The Board’s policy em- 
bodied many of the suggestions made by F. M. Black in his central selling scheme 
proposed in 1930. All sales were to be made over one desk, and a levy of 4 cent 
per box provided funds to defray expenses. The power of the Board finally was 
challenged when one of the shippers refused to pay the required levy. The court 
found that the agreements upon which the Stabilization Board operated were 
illegal and unenforceable as being in restraint of trade within the meaning of 
sections 496 and 498 of the Criminal Code.16 


With the passage in July, 1934, of the Dominion Natural Products Market- 
ing Act17 and the parallel British Columbia act18, a broader attempt at legisla- 
tive control was initiated and the lines of action then laid down are largely in 
use now. The federal legislation provided for the creation of a Dominion Mar- 
keting Board with broad powers, and for the establishment of local boards 
authorized to administer schemes approved by the Governor General in Council 
pursuant to this Act. The first scheme approved under the Act on August 25, 
1934, was the British Columbia Tree Fruit Scheme, to be administered by the 
British Columbia Tree Fruit Board!9 whose members were Messrs. W. E. 
Haskins, O. W. Hembling and George A. Barrat. The scheme was to apply to 
tree fruit production in the interior of British Columbia and, of course, applied 
mainly to the important growing area of the Okanagan Valley. The Board was 
given authority to designate a selling agency, to conduct equalization pools, to 
license shippers, and to raise by toll funds for its operations. Although the Tree 
Fruit Board was given no authority to fix prices, it attempted a measure of price 
control, only to be cautioned against such action by the Dominion Marketing 
Board. 

A Shippers Council was appointed to consult with the Tree Fruit Board and 
to keep its members advised of the views held by shippers with respect to the 
policies that should be followed by the Board. The Federal Act did not confer 


15 Clement, Report on the Enquiry conducted on behalf of Six Locals of the Associated 
Growers (1933), p. 3. } 

16 McGuire v. Orestland Fruit Company, Limited, judgment of Murphy, J., March 15, 1934 
(unreported). 

17 (1934) 24-25 Geo. V., ¢. 57. ‘ 

18 (1934) 24 Geo. V., c. 38; as amended and revised by R.S.B.C. 1936, c. 165; (1937) 
TAGeon Vil. 2c. 4. 

19P.C. 2105, as amended by P.C. 1690, June 29, 1935; other B.C. Schemes were Fruit 
Export Marketing Scheme, Sept. 8, 1934; British Columbia Red Cedar Shingle Export Scheme, 
Oct. 16, 1934; British Columbia Dry Salt Herring and Dry Salt Salmon Scheme, Oct. 22, 
1934; Milk Marketing Scheme of Lower Mainland of British Columbia, Jan. 1, 1935; British 
Columbia Interior Vegetable Marketing Scheme, March 4, 1935; British Columbia Coast 
Vegetable Marketing Scheme, March 4, 1935; British Columbia Hothouse Tomato and Cucumber 
Scheme, June 10, 1935; British Columbia Halibut Marketing Scheme, June 10, 1935; British 
Columbia Small Fruits and Rhubarb Marketing Scheme, June 10, 1935. 
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any authority over intra-provincial shipments, and on November 10, 1934, a 
scheme under the provincial Natural Products Marketing Act became ‘effective, 
giving the local Board authority with respect to marketing control within the 
province. 

Faced with a very heavy crop in 1934-35 and with a smaller percentage of 
the small exportable sizes, the Board had to find a domestic market for almost 
a million boxes more than had been sold in the preceding year. In the following 
crop year, 1935-36, the Board had better fortune. A smaller crop and a very 
active export market accelerated the crop movement and resulted in generally 
more satisfactory returns, which, however, did not approach the level that 
had been predicted in the autumn of 1935. 

Subsequently, on June 17, 1936, the Dominion Natural Products Marketing 
Act was declared to be beyond the powers of the Parliament of Canada, and 
the decision was affirmed by the Judicial Committee of the Privy Council 
on January 28, 1937. The British Columbia Tree Fruit Board was reorganized 
and obtained the necessary authority to proceed by way of amendments to 
the British Columbia Natural Products Marketing Act. The provincial Natural 
Products Marketing Act was challenged in the courts, but the Court of Appeal 
of British Columbia twice upheld its validity 2° and the Judicial Committee 
of the Privy Council affirmed the power of the province to enact such 
legislation.? 1 

Extensive authority has been conferred upon the Board by the statute 
and schemes which have been approved under it. The designation of a marketing 
agency, the control of quantities to be marketed, the time of marketing, the 
licensing and concellation of licences of shippers, the levying of fees, the invest- 
igation of company shipping records, the fixing of prices for shipments within 
the province, the making of regulations concerning packing and storing, all 
these and other powers give the administrative agency a substantial measure 
of control over the disposition of the British Columbia fruit crop. Not all 
the apple-producing areas in the province come within the jurisdiction of 
the Board, and the activities of “uncontrolled” areas add greatly to the Board’s 
difficulties. 

The decision of the Supreme Court in June, 1936, led the Tree Fruit Board to 
believe that, however extensive the authority given under the provincial statute, 
it could not itself exercise control of the marketing of Okanagan fruit outside 
the province. In order to overcome the statutory and constitutional limitations: 
of its position, the Board developed the plan of employing a marketing agency 
to enable it to maintain some supervision over extra-provincial shipments. It 
formed a company, B. C. Tree Fruits, Limited, the stock of which was to be 
owned by, and whose directors were members of, the British Columbia Fruit 
Board.?? This company proceeded to make voluntary agreements with shippers, 
which agreements permitted the company to: (1) regulate the volume of tree 
fruits shipped to the domestic market, and (2) regulate the flow of such tree 
fruits by way of orders and regulations as to size, variety, quantity, grade, 
and the time at which such classification would be marketed. By this contract 
the Board hoped to do, through the medium of an agreement between the shipper 
and a private company, what could not be done by the British Columbia 
Fruit Board itself. 

Shippers representing 90 per cent of the present tonnage signed contracts 
for the 1937-38 season. In that season, however, the Board was faced with 


20 Chung Chuck and Mah Lai v. Guana A al (1936), 3 W.W.R. 515; in re The Natural 
Products Marketing Act (1937), 4 D.L.R 

21 Shannon v. Lower Mainland Dairy at a Board, (1938), A.C. 708. 
22 For a detailed explanation of the formation of the Company see Annual Report, British 
Columbia Tree Fruit Board, 1936-37. 
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a record crop, as well as with correspondingly heavy production in Nova 
Scotia and in the United States. Under the circumstances the Board undertook 
a form of central “one-desk” selling. Almost every shipper agreed to sell 
his apple stocks to B. C. Tree Fruits, Limited, which would pay the shipper 
the opening Board prices for a given size and variety, less the average loss 
due to price reductions and shrinkage. Through this one-desk deal, instituted 
on December 7, 1937, and continued until early in February, 1938, nearly two 
and a half million boxes were sold on the domestic market. The scheme was 
operated for the company by a selling committee consisting of three shippers 
representing the three dominant shipping groups in the Valley. No greater 
costs were incurred because of these additional functions, and the Board’s 
operating cost per box was reduced as compared with 1936-1937.23 


Because of a large crop in 1938-39, the Fruit Board, again through B. C. 
Tree Fruits, Limited, organized a ‘“‘one-desk” selling plan which came into 
operation on October 11, 1938. This plan functioned as a qualified central 
selling scheme and through it all sales were made to jobbers in Canada. In 
practice the regular shippers maintained their trade connections, solicited 
orders and otherwise operated as vendors, but payment was made to B. C. 
Tree Fruits, Limited, and sales were executed in the name of the company 
alone and subject to its regulations as to time, method, quantity of fruit to 
be sold, deductions, rebates, and other pertinent matters.?4 


At present two other schemes affecting the marketing of vegetables are 
in operation pursuant to the Natural Products Marketing Act: The British 
Columbia Coast Vegetable Marketing Board and the British Columbia Interior 
Vegetable Marketing Board.2® The British Columbia Coast Vegetable Market- 
ing Board2® operates on the lower mainland and adjoining islands, and controls 
all the vegetables other than hothouse tomatoes, cucumbers and rhubarb in 
the defined. area. The British Columbia Interior Vegetable Marketing Board 
markets through a designated agency, the Interior Vegetable Marketing Agency, 
Limited, and confines the right of sale to this agency alone. It conducts 
a pool for the equalization of returns and co-operates with the Coast Vegetable 
Marketing Board. 

In the generation and a half of commercial fruit growing in British 
Columbia, and particularly in the Okanagan Valley, many problems inevitable 
in the production of a specialized natural product have had to be faced. Not 
the least of these has been the great growth of production from 1921 to 1938, 
vastly out of proportion to the increase in the domestic population and per 
capita consumption and made possible only because of growing export trade 
with the United Kingdom. 

Decreasing returns to growers between 1922 and 1926 and again between 
1931 and 1938 have compelled a re-examination of the basis of the industry 
and have stimulated joint action by producers. The development of the co- 
operative movement indicates that growers have realized their need for this 
type of united action to increase their bargaining power in dealing with the 
immediate purchasers of their products. Through this course the growers have 
sought to reduce the risks of selling to buyers whose knowledge of the market 
and whose bargaining power generally has been so much greater than their 


23 Annual Statement, British Columbia Fruit Board, April 20, 1938. 

24 A British  Cotnbid County Court on June 3, 1938, decided that the Board had no 
power to set up a separate company, B. C. Tree Fruits, Limited, Rex v. Ritchie, (1938) 3 
MEER 82) ; ; Ae 
* 25 For a discussion of the various boards see Clement, Marketing Legislation in British 
Columbia (1939), Canadian Society for Technical Agriculturals, p. 405. 

26 Order in Council 1469, Dec. 16, 1936. 
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own. Fruit growers, however, have not regarded voluntary co-operation as 
effective in achieving these ends, and have demanded legislation which would 
compel all growers to sell their products through an agency. Such legislative 
control operated from 1927 to 1931, and now has functioned since 1934. Except 
for a short period between 1934 and 1936, the experiment of governmental 
supervision has been confined to the province, although the Committee of 
Direction did attempt some price restrictions on extra-provincial sales. In the 
main the problem has been to regulate the marketing of a product sold for 
the greatest part outside the province. 

In this report no attempt is made to analyse the economic problems of 
the industry and to evaluate the usefulness to the industry of the measures 
which have been employed in aid of their solution. Such a task is beyond 
the scope of an inquiry under the Combines Investigation Act. It has been 
thought desirable, however, to give some description of the industry, as well 
as the tendencies which now appear to be developing, in order that the problems 
of distribution and jobber organization in the prairie provinces may be better 
understood. 


Il. THE MARKETING OF BRITISH COLUMBIA FRUIT IN THE 
PRAIRIE PROVINCES 


1. DomEstTIc AND Export SHIPMENTS 


Nearly half of the apples sold by Okanagan producers in the four crop years 
1934-35 to 1937-38 were exported. Net proceeds from these sales were generally 
less than from the same volume of domestic sales. Since Canadian consumption 
at any level of prices which has prevailed has been far below the Canadian 
production, the continuance of the export trade is vital to the industry as it is 
now constituted. The volume of domestic and export business is shown in the 
following Table 12. 


TABLE 12.—SHIPMENTS OF APPLES FROM BRITISH COLUMBIA TO DOMESTIC 
AND EXPORT MARKETS, 1934-1938* 
(From Okanagan, Creston, Nelson and Grand Forks) 


(in thousands of boxes) 


Domestic Prairie % | Prairie % | Export % 
Year —-——| Export Total of Domestic} of Total of Total 
Prairies Elsewhere Shipments | Shipments | Shipments | Shipments 
HRY Saye. As 1,587 882 1,794 4,263 64-3 37-2 42-1 
1935-367) .2.- 1,632 594 2,319 4,545 73°3 35-7 51-0 
1936-3iiaeee a 1,590 665 1,898 4,153 70-5 38-3 45-8 
LOS B8 vad eres 1,771 834 2,568 VG 68-0 34-2 49-6 


* Exclusive of cannery shipments and shrinkage. Record for 1934-35 is also exclusive of shipments of 
Cookers and Duchess. 


The relative purchases of Okanagan fruit by the different provinces, shown 
_ in the following table, indicate the extent to which the Valley is dependent on the 
prairie markets: 


TABLE 13.—SHIPMENTS OF APPLES FROM BRITISH COLUMBIA TO WESTERN AND 
EASTERN CANADIAN MARKETS, 1934-1938* 


(From Okanagan, Creston, Nelson and Grand Forks) 


Crop : Saskat- Prairie British Eastern 
Year | Manitoba chewan Alberta Provinces | Columbia | Provinces Total 
(in thousands of boxes) 
1934-35f....... 481 536 570 1,587 306 576 2,469 
1935-86........ 418 569 645 1,632 245 349 2,226 
1938623;7 tennis. 428 O56 605 1,590 192 473 2255 
EVER a ly ae ee 493 627 651 ice 372 462 2,605 
(in percentages) 

1934-35 eo: 6 19-5 21-6 23-1 64-2 12-4 23-4 100-0 
1OSH—sOeee. 6 5. 18-7 25-5 29-0 73°3 9-3 15-6 100-0 
LOSG=o ieee Aas 19-0 24-7 26-8 70:5 8-5 20:9 100-0 
IB Gatn aelone a 18+9 24-1 25-0 68-0 14-3 17-7 100-0 


* British Columbia Fruit Board final crop reports on domestic shipments 1934-35 to 1937-38. (Exhibit 


No. 135). 
+ 1934-35 figures do not include Cookers or Duchess. 


Per capita consumption of apples in the three prairie provinces and in the 
whole of the Dominion is shown in Table 14. 
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TABLE 14—CONSUMPTION OF APPLES IN CANADA AND OF BRITISH COLUMBIA 
APPLES IN THE PRAIRIE PROVINCES, PER CAPITA, 1934-1938* 


(From Okanagan, Creston, Nelson and Grand Forks) 
(in pounds per year) 


All Applest British Columbia Apples 
C Yea: ne 
il ae Canada | Manitoba Saskat- Alberta Prairie 

chewan Provinces 
LOS4 RS aie erste. Seoeetos eeas ne SRS 28-87 28-41 24-15 31-67 27-79 
HOS Orie ater is ct Bie cugerole Rex dlone eainetoycyaeiens 27-95 24-68 25-65 35-48 28-60 
LOS GH T eo eee ae totes scatterers rete 32-61 20° OU Aoi 32-87 27-76 
TOS =38 ee Rete. 00h Cepek ee Lee Se 36-80 28-84 28-05 35°16 30-49 


* The Apple Crop, Production and Distribution 1937-38 (Department of Agriculture, Market- 
ing Service, Fruit and Vegetable Division, Ottawa); Canada Year Book (1938) p. 155; Final 
Crop Report, B.C.F.B. (Exhibit 135). 

+ This Dominion average includes imports. 


2. BROKERS 


Fruit brokers have operated in the prairie provinces for many years. The 
methods and usages now employed, as well as the regular shipper-broker 
contract, represent a considerable improvement upon the older informal custom 
of broker dealing. 

The function of the fruit broker is to act as the agent of the shipper 
and his growers in connection with all sales of fruit to jobbers and retailers. 
Since producers as sellers and dealers as buyers are usually hundreds of miles 
apart, and since the products are subject to rapid changes in price and quality, 
it is necessary for the growers to have adequate representation at all important 
points of sale. The broker solicits orders, observes the condition and tendencies 
of the market and its price level, maintains goodwill for his principal’s products, 
investigates complaints against shipments, and does almost everything that 
would be expected of a business agent dealing with a perishable commodity. 
His legal position in relation to the shipper corresponds to that of the shipper in 
relation to the grower. He must account strictly for any funds that come into his 
hands on behalf of his principal, and must have no dealings with third parties 
that are not consistent with his duty as a trusted representative of the shipper. 

Three large and a few smaller brokerage firms are now operating in the 
prairie provinces. Their offices, most of them dealing with all kinds of domestic 
and imported fruits and vegetables, are located at the following points:1 


Manitoba— 
Canadian Fruit Distributors Limited... .. .. .. .. Winnipeg 
C. H. Robinson Company Limited.. ~ 
Grant Distributing mate ae Liinitedeowds Wy. 
M. V. Moore, Limited.. .. . RA es 4 


Saskatchewan— 
Canadian Fruit Distributors Limited... .. ., .. .. Saskatoon 
United Brokers.. .. .. YORI 5 ey epee eS 
Gea Nellist: apa Di a oneenen ee - 
C. H. Robinson Company Mmitadss dae coc ae Regina 
United Brokers.. .. . LAr Ric te to Rek 
Alberta— 
C. H. Robinson Co LEE TAWies Puen De mee oR am ae BETZ Ns 
United Brokers.. ; et ee ae % 
S.S. Savage... Oth ee 
Canadian "Fruit ‘Dishabutors Limiteden wee eee. SEdmonton 
United Brokers. . t 


1List of Licensees under the Fruit, Vegetable and Honey Act, August 15, mee (Depart- 
ment of Agriculture, Fruit and Vegetable Marketing Division, Ottawa). 
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While brokers as a rule perform agency functions alone, cars of the more 
perishable products, such as berries, are frequently shipped to them, and are 
apportioned by them to the several jobbers. The quantity of all fruits so 
shipped from British Columbia is not inconsiderable: 72 cars in 1935-36, 134 
cars in 1936-37, and 168 cars in 1937-38. 


The fruit brokerage business of the prairie provinces is dominated by C. H. 
Robinson Company Limited (C. H. R.) and Canadian Fruit Distributors 
Limited (C. F. D.), with United Brokers having a fair share of the business in 
the four cities in which the branches operate.” 


Canadian Fruit Distributors Limited is a subsidiary of Associated Growers 
of British Columbia, Limited. It traces its origin to Growers Sales Agency, 
Limited, a brokerage organization created by the Okanagan United Growers, the 
first important Valley co-operative selling agency. Okanagan United Growers, 
Limited, in 1922 relieved itself of the agency by selling out to a group of 
independent “ legitimate” jobbers. The group consisted of P, Burns & Com- 
pany, Limited, Plunkett and Savage, Limited, Scott Fruit Company, Limited, 
Plunkett, Savage & Sutherland, Limited, Cran, Mowat & Drever, Limited, and 
certain of the MacDonald-Crawford and MacDonald-Cooper fruit houses. They 
had united into a loosely formed defensive jobber association to meet the 
pressure of the Nash interests and their brokerage subsidiaries including Mutual 
Brokers, Limited. Two years after the reorganization of the co-operative 
movement in the Okanagan in 1923, Associated Growers of British Columbia, 
Limited, secured brokerage representation on the prairie markets by establishing 
Canadian Fruit Distributors Limited, which took over the branches of the old 
Growers Sales Agency. The managers of the various C. F. D. branches operate 
under supervision of Associated Growers and are paid on a salary and commis- 
sion basis. The president of Associated Growers is also president of Canadian 
Fruit Distributors Limited. Profits of the brokerage organization revert to the 
Associated. Its policies are formulated by Associated Growers, although in 
most prairie cities the local managers exercise a great deal of initiative in the 
settlement of disputes, the servicing of customers, and like agency matters. 


C. H. Robinson Company Limited had its origin in Mutual Brokers 
Limited, a subsidiary of Nash Simington Company, Limited. In the United 
States the C. H. Robinson Company had been a well established brokerage firm 
for many years before 1913, when its Minneapolis office was acquired by the 
rapidly expanding Nash fruit organization. Thereafter, until 1924, “C. H. 
Robinson brokerage offices were taken over piecemeal in almost every large 
produce centre in the United States. In Canada no offices were established in 
that period. In 1917, however, the American Nash interests organized Mutual 
Brokers, Limited, in Winnipeg and Vancouver. Other Mutual brokerage offices 
were opened in 1923 in Saskatoon, Edmonton, Montreal and Toronto. 


Following the convictions in the Rex v. Simington trial in 1926, the Nash 
group was compelled to reorganize its brokerage connections in Canada. In 1927 
a group of former Nash employees in the Mutual Brokers organization in Western 
Canada purchased the assets and business of Mutual Brokers for a sum reported 
to be $45,000. The new brokerage organization was called the C. H. Robinson 
Company Limited, a name chosen for its trade reputation advantages. The 
president of the new corporation was G. N.-Smith, a former employee of Mutual 
Brokers, Limited, in Calgary and Winnipeg. In 1929 Smith became connected 
with the American C. H. Robinson Company as vice-president, and in 1932 he. 
assumed further duties in the American company. 


2While these are “designated as branches, use similar names and co-operate with each 


other, each one is independently controlled and operated. | 
8 Investigation into Alleged Combine in the Distribution of Fruit and Vegetables, Report 


of Commissioner, Feb. 18, 1925 (Department of Labour), p. 13. 
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The decline in business in 1982 prompted C. H. Robinson Company Limited 
to reorganize and to co-operate with Canadian Fruit Distributors Limited. It 
was decided to have Canadian Fruit Distributors and C. H. Robinson accounts in 
Regina serviced by C. H. Robinson alone, while those in Saskatoon and Edmon- 
ton would be handled by Canadian Fruit Distributors. At the same time all the 
shares of the Canadian C. H. Robinson Company Limited were transferred to 
C. H. Robinson, Incorporated, a North Dakota corporation with headquarters in 
Minneapolis. C. H. Robinson Incorporated was a subsidiary of the Nash- 
Finch Company, and its stock, except for qualifying directors’ shares, was wholly 
owned by the Nash-Finch Company. The Nash-Finch Company in turn had 
long been controlled by the Nash Shareholders Company, a North Dakota com- 
pany operating as a holding company for the Nash interests. G. N. Smith 
became president of the American and Canadian C. H. Robinson companies 
and the only officer of the Canadian company, all branches of which became local 
branch offices with legal Canadian headquarters in Winnipeg and with actual 
operating headquarters in Minneapolis. 

In the following year, 1933, Calgary was added to the joint arrangement 
between Canadian Fruit Distributors and C. H. Robinson, with a C. H. Robinson 
manager in charge. In Winnipeg no such joint arrangement was made; each 
company continued to operate its own brokerage office. The allocation of the 
prairie cities between the two companies was determined by the volume of 
business each branch had held in these cities prior to the arrangements for 
office consolidation. The union between these two organizations caused much 
comment among growers, shippers and dealers. It appears to have been prompted 
by a desire to curtail expenses in a period when fruit sales were less profitable 
to brokers than prior to 1931. This, however, was not the complete explanation, 
for both parties did well financially in the years preceding the arrangement. 


There was no evidence to indicate that from 1927 to 1932 the Nash-Finch 
Company or any of its executive officers, or trustees on their behalf, held any 
interest in the C. H. Robinson Company Limited (Canada), and G. N. Smith 
denied that any such financial relationship existed. Nevertheless it appears that 
frequent consultations occurred between’ representatives of the Nash Simington 
and Nash-Finch companies on the one hand and of the C. H. Robinson Company 
in Canada on the other, and that few major policies were formulated by the 
Canadian company in Winnipeg without the advice, if not approval, of Nash 
Simington or Nash-Finch executives. Moreover, the readiness with which share- 
holders of C. H. Robinson Company Limited of Canada sold their stock to 
C. H. Robinson Company of North Dakota in 19382, despite the fact that earnings 
had been extremely good, indicates that some connection must have continued 
between the Nash organization and the Canadian C. H. Robinson Company after 
the dissolution of Mutual Brokers and the organization of C. H. Robinson Com- 
pany Limited in 1927. The evidence given by G. N. Smith, president of both 
the Canadian and North Dakota companies on the sale to the C. H. Robinson 
Company, North Dakota, did not clarify the nature of the connection. Again 
when the Canadian C. H. Robinson company was sold to the Nash-Finch com- 
pany of North Dakota in 1932, the five or six employee stockholders in the 
Canadian company received back their original capital investment and re- 
invested the larger portion of it in the Nash-Finch company of North Dakota. 


United Brokers are the third large prairie brokerage group. With separate 
autonomous offices in Calgary, Edmonton, Saskatoon and Regina, the only ties 
which appear to hold them together are their use of similar names, the 
acquisition of similar Okanagan Valley customers, and the exchange of con- 
fidential information on local marketing problems. Most of the offices were 
opened in 1930 and 1931. In recent years United Brokers have received a sub- 
stantial part of their British Columbia business from the Okanagan Valley 
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shippers known as the “ Foursome”, while at the same time Associated Growers 
was employing its own Canadian Fruit Distributors, and Sales Service Limited, 
the C. H. Robinson Company. 

Brokerage fees on the Western Canadian market have been set by custom 
and recently were formalized by the British Columbia Fruit Board at the time 
of its “one-desk ” selling schemes of 1937 and 1938. . 

The order of the Board of October 7, 1938, provided for brokerage fees 
of twenty dollars per car on all products sold by the company through licensed 
brokers in the four western provinces and twenty-five dollars per car on all 
products sold by the company through licensed brokers elsewhere in Canada. 
The Fruit Board, through whose agency all sales were made, retained three 
cents per box from all sales to cover brokerage. Out of this fund it paid 
brokerage to licensed brokers on the above basis. No brokerage was to be 
paid or allowed on direct sales, where no broker was employed. In such 
cases the deduction was still made and the amount so taken was placed in 
a general brokerage payment fund and later rebated among the shippers. 
Thus any saving in brokerage by one shipper was simply shared by all other 
shippers. One method of avoiding such penalties for direct sales was devised 
by a group of independent shippers who set up a licensed brokerage agency 
known as Southern Okanagan Sales, Limited. Sales were made to the trade 
direct from the shipper but in the name of this agency. The Fruit Board 
paid the brokerage to the agency and the proceeds were then shared with the 
shippers who sponsored it. 

The broker’s dependence upon the goodwill of the shipper who employs 
him, as well as of the jobber who may purchase from him, has resulted in 
practices which have compromised the broker’s income and position. From 
1927 to 1932 it was the regular practice of both the C. H. Robinson Company 
Limited (Canada) and Canadian Fruit Distributors Limited, to give 75 per 
cent of their brokerage earnings to jobbers in proportion to the tonnage pur- 
chased by them. The broker evidently considered such contributions necessary 
in order to retain the business or goodwill of his customers. The practice 
was a modification of the arrangement prior to 1927 under which all the profits 
earned by Mutual Brokers, Limited, reverted to the Nash Simington Com- 
pany, the jobbing organization which owned and controlled it. At times certain 
shippers have sought to reduce brokerage fees by threatening to transfer business 
to competing brokers or to undertake a system of direct sales to jobbers or 
retailers. Caught between two pressures, the broker’s position on occasion 
has been unenviable. However, most fruit brokerage businesses in Western 
Canada appear to have been reasonably profitable. 

The division of brokerage profits between jobber and broker along these 
lines presents a business problem and poses certain legal issues. A detailed 
discussion of the right of a broker to enter into such an arrangement with 
a jobber is not within the ambit of this report. But for the broker to argue 
that he may dispose of his profits as he sees fit is to ignore the very special 
relationship that exists between his principals (the growers and shippers) and 
himself as their agent. His duty to his growers and shippers does not cease 
with the completion of a particular transaction; nor does it commence only 
with the negotiations for a particular sale. All the promises made by an agent 
to third parties with reference to future transactions will affect that agent’s 
duties with regard to the principals he will contract with in the course of his 
agency business. Hence, the sharing of profits with jobbers cannot be regarded 
as a transaction independent of the agent’s regular business dealings with 
his principals. There is good reason to think that the courts would not 
support a contract so entered into by an agent when it deals with future 
proceeds derived from the agency transactions, particularly if the contract is 
part of an arrangement that is kept secret from the principals. The fact that 
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jobbers have secured substantial portions of the earnings of the brokerage 
agencies through which they buy is evidence of the inordinate strength of the 
bargaining position of these jobbers in the distribution of fruits and vegetables 
in Western Canada. 

Another system of representation for fruit growers and shippers is that 
employed by the California Fruit Growers’ Exchange. The Exchange, in 
important prairie cities, employs full time salaried agents, whose sole duty is 
to represent and sell its particular products. A similar type of direct repre- 
sentation is provided by agents of banana importing organizations. While this 
method has not been employed in recent years in the marketing of British 
Columbia fruits and vegetables, a similar device was experimented with during 
the life of the Interior Committee of Direction. Many Okanagan producers 
have favoured salaried representatives as likely to be less susceptible than 
brokers to jobber domination and to be more aggressive in pushing the sale 
of Okanagan products. It appears that at one time it was intended that Cana- 
dian Fruit Distributors should function in this manner. As a grower-owned 
agency it has many of the advantages of the single representative system 
‘and lacks many of the defects of the other. In its development, however, 
it seems to have become just another brokerage organization, handling all 
types of commodities, imported and domestic, and sometimes yielding to pres- 
sures which should be resisted. Then, too, its Joint operations with the C. H. 
tobinson Company in recent years have not on the whole served to enhance 
its usefulness as an instrument for the protection and furtherance of the interests 
of the growers. If recent reports of a severance of this connection are true, 
it would appear that a step has been taken in the right direction. 


3. JOBBERS 


Approximately 80 jobbing houses, holding licences under the Fruit, Vegetable 
and Honey Act, operate in the three western provinces. These include jobbers 
owned and operated as single independent units and those owned and managed 
as branches of larger chain-jobber organizations. This number does not include 
small jobbers engaged in purely intra-provincial buying and selling of fruits 
and vegetables. Most large fruit houses also sell “dry lines” such as staple 
groceries, confectionery and tobacco products. All the important distributors 
on the prairies buy and sell Okanagan fruits and vegetables. 

Jobbers may use any or all ofthe following sales methods: (a) sale through 
salesmen soliciting orders, (b) sale through circulars to the retail store trade, 
and (c) sale through trucks whose drivers solicit orders and deliver from the 
stock on the truck. The very large chains and the larger independent jobbers 
sell through salesmen, with the exception of Macdonalds Consolidated Limited, 
which sells by means of circulars to the trade. Generally the trucking method 
is confined to small operators whose retail connections are not so firmly estab- 
lished and who “peddle” whatever commodities can be accumulated for a 
truck load. Certain of the larger jobbers in recent years have resorted to 
the “truck warehouse” in order to counteract the severe inroads on _ their 
business made by these independent truckers. 


As to ownership, the most common classification of jobbers and, for the 
purpose of this report, the most significant, is that of “major” or “chain” jobbers, 
and “independents.” In the major jobber group are the three large wholesale 
distributing agencies in Western Canada: Western Grocers Limited, with its 
subsidiary, Dominion Fruit Limited; Consolidated Fruit Company Limited, and 
Macdonalds Consolidated Limited. These organizations have branches in 
nearly every larger town and city in the prairie provinces. Their combined 
tonnage represents approximately three-quarters of all fruit shipped from the 


MARKETING IN PRAIRIE PROVINCES oe. 


Okanagan and adjacent districts to the prairie provinces. All three organiza- 
tions do a very large business in imported fruits and vegetables as well as 
in confectionery, tobacco, groceries and other “dry lines.” 

The remaining jobbers may be described as “independents.” Some of 
them are not regarded by their larger competitors as “legitimate” jobbers, 
for such reasons as small size, “price-cutting” practices, restriction of activi- 
ties to the fruit season, or employment of trucks to “peddle” their goods. The 
following tables set out the number of major and independent jobbing houses 
operating in the three prairie provinces. 


TABLE 15.—_NUMBER OF MAJOR AND INDEPENDENT JOBBING HOUSES OPERATING 
IN THE PRAIRIE PROVINCES, JANUARY, 1939* 


Major 
I Western Major | Indepen- 
Province a Consol- | Macdonalds sj Total 
eres idated Consol- Total dentst 
Fruit? Fruit idated 
NEATILCO ba eererit coca. nist eee 8 3 3 14 5 19 
Saskatchewan wneaes asec... cee 13 if 11 31 5 36 
Alberta eee OU es ee de.) 9 7 4 20 5 25 
Rotal teehee... bas, as 30 17 18 65 15 80 


* Taken from lists supplied by the three major jobbers and list of licensees, Fruit, Vegetable and 
Honey Act, Jan. 3, 1939 (Marketing Service, Fruit and Vegetable Division, Department of Agriculture, 
Ottawa). 

7 Excluded from the Western Grocers-Dominion Fruit list are fruit depots, sub-agencies that are not 
considered as regular branch houses. These are found in Neepawa, Humboldt, Lloydminster, Red Deer, 
Wetaskiwin, Stettler, Blairmore, Grand Prairie, Estevan and Flin Flon. 

tNot all independent licensees are included here, some are very small and sell only specialties such 
as potatoes, etc. Some included here are seasonal fruit operators. 


TABLE 16.—NUMBER OF MAJOR AND INDEPENDENT JOBBING HOUSES IN FIVE 
PRAIRIE CITIES, JANUARY, 1939 


Major 
: Wotan Independ- 
Cit i Consol-_ | Macdonalds YS Total 
i pate idated Consol- ents 
ominion | "Fruit | idated 
Wantntpem er, Aa hi LoBae ites ans, oBectee os 4 1 2 5 12 
1RGreaaTES end a heer ces IMG ey aaa es ears he one 2 2 2 2 8 
SAR CATO ONS ee cra cea Mh Fie ys 3 sues 2 2 il 1 6 
GAT OM PON eee re ee eee one 4 2 1 1t 8 
GH SIEVAY 1 Rete ee. ie erat ae sodas « AODe w, 2 1 3T 8 
PROTA SRNR oie oo Settee mee <a. 14 9 7 12 42 


* See note tf in Table 15. : ‘ ; 
+ In Edmonton and Calgary there are other licensees with smaller volumes of business. 


It is evident that the independent jobber offers little numerical opposition 
to larger operators and their many branches. Western Grocers Limited alone, 
with thirty branch houses in the three provinces, has more than all the inde- 
pendents combined, and of all wholesale fruit distributing units operating in 
Alberta, Saskatchewan and Manitoba, over 80 per cent are chain-jobber units. 

Jobbers may be classified again into those which control retail outlets and 
those controlling no retail outlets. Both Western Grocers Limited and Macdonalds 
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Consolidated Limited have important retail connections. Western Grocers 
operate with a group known as Red and White Stores. Individually owned and 
operated, these shops have contracts with Western Grocers Limited which 
authorize and require certain marketing practices by these independent owners, 
set standards of conduct, and provide for the sale of special brands handled 
by Western Grocers Limited. In general, Western Grocers has a broad super- 
visory interest in the management and policies of these independently owned 
stores. In the three prairie provinces there are 675 Red and White Stores 
operating in conjunction with twelve Western Grocers’ houses which act as 
supply depots. Most of these stores appear to do a very large percentage of 
their buying from Western Grocers’ stocks. Western Grocers, through its 
subsidiary, Dominion Fruit Limited, have a further retail connection through 
their investment in Shop Easy Stores, Limited, a corporation organized in 
1936 which has twenty stores, of which fifteen are in Winnipeg. The pur- 
chase of this chain was undertaken in order to broaden the range of retail 
outlets for Western as well as to provide an adequate investment for Dom- 
inion Fruit’s surplus cash. These major organizations thus have ceased to 
be purely jobber distributing agencies and have advanced another step in the 
distribution chain by controlling retail outlets. 

Macdonalds Consolidated Limited is a subsidiary of Safeway Stores 
Limited. As a jobbing concern it serves not only the retail chain stores with 
which it is connected but also other independent retail stores. There are 140 
Safeway units operating in Manitoba, Saskatchewan and Alberta. In addi- 
tion there are the Piggly-Wiggly Stores, but Safeway’s present policy is 
apparently to eliminate Piggly-Wiggly stores wherever these are located near 
Safeway units. The Safeway organization exercises a far-reaching influence 
on policies affecting the sale of fruits and vegetables in Western Canada, an 
influence which is strengthened by the importance of its subsidiary in their 
wholesale distribution. 

Consolidated Fruit Company Limited does not control any retail stores. 
Through its parent company, Burns and Company, Limited, it is indirectly con- 
nected with a very active food store chain, the Jenkins Groceteria Company, 
Limited, of Calgary, which operates thirty-seven units throughout the province 
of Alberta, twenty-two of which are located in Calgary. 


(a) Development of the three Major Jobbing Companies 


Western Grocers Limited had its beginnings in The A. Macdonald Company 
Limited of Winnipeg, which was incorporated as a Dominion company on 
December 7, 1912. The name of the company was changed in July, 1918 
The company developed rapidly, and by 1925 was wholesaling a great variety 
of “dry lines,’ and had begun to market fruits and vegetables. In 1929 the 
company purchased the well-established wholesale grocery firm of L. T. 
Newburn and Company, Limited, and Cameron and Heaps, Limited, the 
oldest wholesale grocery chain west of the Great Lakes. By 1930 Western 
Grocers had branch houses in thirteen cities and towns in the prairie provinces, 
one in British Columbia (Cranbrook) and four in Ontario (Fort Francis, 
Fort William, Kenora and Port Arthur). It also had organized its Red and 
White Store retail merchandising system. 

In 1932 Western Grocers purchased the shares of Nash Simington Com- 
pany, Limited, the largest distributors of fruits and vegetables in Western 
Canada. The purchase price was $969,878.13.5 This was a cash transaction: 
no shares of Western Grocers Limited were given in payment. The acquisi- 
tion of this company, with seventeen branches, at once placed Western 


*From material supplied by Western Grocers Limited (Exhibit 209). 
5 Twentieth Annual Financial Statement and Directors’ Report, Western Grocers Limited, 
1932 (part of Exhibit 205). 
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Grocers Limited in the forefront of wholesale fruit and vegetable marketing 
on the prairies. In the following year, 1933, Nash Simington Company, Lim- 
ited, became Dominion Fruit Limited, an Alberta corporation with its shares 
wholly owned by Western Grocers Limited except for ten qualifying shares 
issued to the directors. Today Western Grocers Limited and Dominion 
Fruit Limited operate as distinct corporate entities but with their manage- 
ment and supervision vested in the same executives. 

A controlling interest in H. H. Cooper, Limited, an Edmonton wholesale 
grocery and fruit establishment, was acquired in 1935, and in 1938 the com- 
pany purchased the extensive business of W. H. Malkin Company, Limited, 
a wholesale grocery organization with headquarters in Vancouver and six 
branches, together with two subsidiaries, all operating mainly in the province 
of British Columbia. The purchase of the Malkin company, representing an 
investment of over a million dollars, was made “to obtain a greater diversity 
of territory, one which fundamentally was not dependent mainly on agricul- 
ture.’’6 


Macdonalds Consolidated Limited—Safeway Stores Limited entered the 
retail grocery field in Western Canada in 1929 with an aggressive low-price, cash- 
and-carry policy. In the same year it obtained control of Macdonalds Con- 
solidated Limited, an old-established Winnipeg wholesale grocery house with 
branches throughout the prairie provinces.?’ Two wholesale units have since 
been acquired by Macdonalds Consolidated Limited: Provincial Produce Com- 
pany of Winnipeg, in October, 1937, now operated as Continental Fruit Com- 
pany; and H. G. Smith, Limited, of Regina, in November, 1938. At the end of 
1938, Macdonalds operated forty-three branch houses and one wholly owned 
subsidiary in northwestern Ontario, Manitoba, Saskatchewan and Alberta. Of 
these, thirty were located in the three prairie provinces, but only eighteen 
branches sold fruit and vegetables. 


Consolidated Frwt Limited—lIncorporated in 1926, Consolidated Fruit 
Limited was an amalgamation of several important wholesale grocery and fruit 
concerns in Western Canada. These were the P. Burns Company of Calgary, 
Limited (six branches), H. C. Stockton (three branches) and Scott Fruit Com- 
pany, Limited (eight branches). Ten branch houses are now operated as 
National Fruit Company and nine as The Scott Fruit Company. Of these, three 
are in Manitoba, seven in Saskatchewan, seven in Alberta and two in British 
Columbia. The company also controls seven carbonated beverage plants in 
Western Canada. When originally formed, the majority of the common shares 
of Consolidated Fruit Company Limited were held by P. Burns, Limited, of 
Calgary, the large Western Canada meat packing organization, now Burns & 
Company, Limited. The Burns interests have continued their control of the 
common stock of Consolidated Fruit and hold all the preferred shares. 


(b) Quantities of Fruit and Vegetables Handled by Major and Independent 
Jobbers 


The division of fruit and vegetable business in Westerfi Canada among the 
major jobbers, and between major jobbers and independents, is shown in the 
following series of tables of car receipts in the four largest cities. In Table 17, 
receipts of fruits and vegetables by the three major companies from all sources, 
domestic and foreign, are recorded; in Table 18, car receipts from British 
Columbia alone; and in Table 19, car receipts of major and independent jobbers 
from all sources. 

6 Western Grocers Limited Annual Report (part of Exhibit 205). : : 
7 The original company was known as Macdonald-Cooper, Limited, organized on February 
IDs T915: The company’s name was changed in 1917 to Macdonald Consolidated, Limited. 


It was again changed in 1923 to MacDonald’s Consolidated, Limited. The present title, since 
the 1929 incorporation, is Macdonalds Consolidated L'mited. 
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TABLE 17—CARS OF FRUIT AND VEGETABLES RECEIVED FROM ALL SOURCES 
BY MAJOR JOBBERS IN FOUR PRAIRIE CITIES, 1936-1938* 


1936 1937 1938 
City ae ee En Ee © Ee 
Western- | Consoli- Mac- Western- | Consoli- Mac- Western- { Consoli- Mac- 

Dominion] dated donalds |Dominion| dated donalds |Dominion| dated donalds 
Wiannipee occ eecuaer wae 741 213 457 740 221 576 |. 801 303 738 
REP Ina EIN are oiere ozs vetoes 257 252 196 211 250 159 219 223 225 
BamOntone acs sa ccc 585 502 173 546 427 167 577 413 165 
Calgarya dees Se vctgeken 296 315 231 282 299 195 236 352 218 
Oval ans cank antentaas 1,879 1,282 1,057 1,779 1,197 1,097 1, 833 1,291 1,346 


TABLE 18—CARS OF FRUIT AND VEGETABLES RECEIVED FROM BRITISH 
COLUMBIA BY MAJOR JOBBERS IN FOUR PRAIRIE CITIES, 1936-1938* 


1936 1937 1938 
City ———————— eee oo 
Western- | Consoli- Mac- Western- | Consoli- Mac- Western- | Consoli- Mac- 

Dominion| dated donalds |Dominion| dated donalds |Dominion] dated donalds 
WADNIDGE..8 oF ccc aissviessss 204 48 126 160 42 125 216 66 197 
Reévitin: (arene tens. see 87 93 60 62 78 46 72 72 87 
Hidmontoniz: sci teats 283 172 100 282 199 103 312 193 100 
Calgaryest-c. estes et 140 147 104 139 136 86 120 166 111 
Motel), fares ctv. oe 714 460 390 643 455 360 720 497 495, 


* Data compiled from statistical material supplied by Dominion Department of Agriculture (Fruit Inspectors) in Win- 
nipeg, Regina, Edmonton, Calgary. (Exhibits 173, 178, 188, 194.). 


TABLE 19.—CARS OF FRUIT AND VEGETABLES RECEIVED FROM ALL SOURCES BY 
MAJOR AND INDEPENDENT JOBBERS IN FOUR PRAIRIE CITIES, 1936-1938* 


Share of 
1936 1937 1938 Major 
City Jobbers, 
——— __ __——__Y——__] 3 year 
Ind.¢ | Major | Major | Ind. Major | Major | Ind. Major | Major | Average 
Cars Cars % Cars Cars % Cars Cars % % 
Winnipeg....... ERIS SEIN Hee 55.57) + L,019 | ty 537 60-1 111 1,842 TAN en 62-6 
Jadereabetey, spsqanes 137 705 83:7 239 620 72-1 132 667 83-5 79-7, 
Edmonton..... 21 1,260 98-4 50 | 1,140 95-8 19] 1,155 98-4 97-5 
Calvary aaa 334 842 71-6 371 776 67-7 354 806 69-5 69-6 
4 city average 72-2 70-8 78-6 73:8 


*From material supplied by Dominion Department of Agriculture Fruit Inspectors. (Exhibits 
173, 178, 188, 194). 

t Including shipments to retailers direct, e.g., T. Eaton Company, Limited, but excluding shipments. 
to brokers direct. 


The percentages given in Table 19 show the domination of the market by 
the three major jobbers in the matter of tonnage received and sold in leading 
prairie cities. From a general four-city average of 72-2 per cent in 1936, 
the proportion handled by the three major wholesaling companies declined 
slightly to 70-8 in 1937, and rose to 78-6 in 1938. As between cities, in Win- 
nipeg in 1936 and 1937 the major jobbers had a relatively smaller tonnage 
advantage over the independents. Relative receipts of the three large companies 
were higher at Calgary, and in Edmonton and Regina their margin was con- 
sistently overwhelming. The percentages noted in Table 19 are closely main- 


tained in the narrower measure of British Columbia car receipts, shown in 
Table 20. 
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TABLE 20.—CARS OF FRUIT AND VEGETABLES RECEIVED FROM BRITISH COLUMBIA 
BY MAJOR AND INDEPENDENT JOBBERS IN FOUR PRAIRIE CITIES, 1936-1938* 


Share of 
: 1936 1937 1938 Major 

City Jobbers, 3 
SS SS = rrr Chi 

Ind.j ; Major } Major | Ind. Major | Major |} Ind. |) Major | Major | Average 

Cars Cars % Cars Cars % Cars Cars q % 

Winnipeg aS Oo 330 378 53-4 242 327 57-5 251 479 65-6 59-0 
Regina... ich. 70 240 77-4 84 186 68-9 60 231 79-4 75-4 
Edmonton..... 19 555 96-7 42 584 93°3 17 605 97-3 95:7 
Calgary uisi:..: 224 391 63-6 233 361 60-8 225 397 63°8 62-8 
4 city average 70-9 | 70-8 75-7 72-5 


3 *From pate supplied by Dominion Department of Agriculture Fruit Inspectors (Exhibits 173, 
178, 188, 194). 


Fruit shipments from British Columbia to Manitoba, Saskatchewan and 
Alberta show a similar division. The following totals are for the crop years 
and represent shipments from the principal British Columbia fruit-growing areas 
(Okanagan, Creston, Nelson and Grand Forks) :— 


TABLE 21.—CARS OF FRUIT RECEIVED FROM BRITISH COLUMBIA BY MAJOR AND 
INDEPENDENT JOBBERS IN THE PRAIRIE PROVINCES, 1935-1938* 


(From Okanagan, Creston, Nelson and Grand Forks) 


Percent- 
Crop Jobber Cars Totals age of Totals 
Year received Total 
1935-360 Wester ominion, Ae: so". ae. so. dane oe tebe 1,646 39-14 
Consolidated thrust teeny oraestar te oe eekvnieleiaes 963 22-89 
MacdonaldsiConsolidated). ...0. .....8). 0c. ee ees 628 14-93 
—_—_—_—— 3,237 |—————_ 76-96 
Pndependentiss Feet ees Nase es ae ek ee 969 23-04 
Total received by prairie jobbers.............. 4,206 100-00 
IB LOKGESHIn frome ccd ee cage, Aer ius Ree cn 72 
Totaleprainrieneceiptsemenetas incr reese eee 4,278 
1936-37 WV OStern= DO D1IN1 ON Ae no peste smesnereectect i seermes seen ores 1,491 39-73 
Consolidated Bruits. can tere tea oe poem 865 23-05 
Macdonalds Consolidated ..J8.... 42:07. ..R8E 2.0: 558 14-87 
———— 2,914 |———__— 77-65 
Indenend ontsHee + soa e etnies «ope Oe nett e caer 839 22-35 
Total received by prairie jobbers.............. 3, 753 100-00 
ISTrokorsMtstth 5. «sms, adden. ttehe OOS ee aie 134 
Motaleprairie recelpusee coe Macs cee teeter tee 3,887 
HOS ZC S an Ne Stern OLNINT Olea. cr. sciat as oe acer cuseyalecle seme ameter 1,507 38-46 
Consolidated Fruit...... i ates er fae ee ate 
Macdonalds Consolidated ........- » ser lacks eenise 3199 ane 
Tndepencentcs ..asexuteis tad: eres eet ater ete 796 A088 
Total received by prairie jobbers.............. 3,918 100-00 
BrGkers es ak Bes See ee eee er a 68 
ENG IIGIEC ATS ae eck AINE 4 oak a heehee Basti Rameians oe 18 
Motaleprainie TECeIptSteracs o.1s.acdatis tects tobatae ke 4,268 


* Compiled from statistical material supplied by British Columbia Fruit Board, Kelowna, B.C. 
(Exhibit 137). 
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The pre-eminent position of the major jobbers in fruit distribution is evident. 
Equally clear is the important place of Western-Dominion purchases in relation 
to all British Columbia fruit shipped to the prairie markets. It is difficult, how- 
ever, to compare these fruit percentages with all British Columbia car receipts, 
because the figures in Tables 18 and 20 are for calendar years while those in 
Table 21 are for the crop years. The above records, despite such limitations, 
provide a fair picture of the comparative position of jobbers in almost every 
prairie market. They show how effectively the market is dominated by the three 
major jobbing companies. 

In the Okanagan Valley, shipping facilities have similarly been dominated 
by three major groups: Associated Growers of British Columbia, Sales Service 
Limited, and the “Foursome”.8 The relative tonnages of fruit shipped by 
these groups and by other smaller shipping concerns are shown in the next table, 
together with the particular jobbing houses or markets to which shipments were 
made. 


TABLE 22.—CARS OF FRUIT SHIPPED BY BRITISH COLUMBIA GROUPS TO MAJOR 
JOBBERS IN THE PRAIRIE PROVINCES AND TO OTHER CANADIAN JOBBERS, 
1935-1938 * 


(From Okanagan, Creston, Nelson and Grand Forks) 


Other jobbers 
Western (British 
Shi Grocers- Consolidated | Macdonalds Columbia, Total 
SHEN EA Dominion Fruit Consolidated Eastern 
Fruit Canada 
and Prairies) 
cars % cars oo cars % cars % cars % 
1935-36— 
Associated shee h.cece 572| 34-75 572| 59-40 79| 12-58 774| 40-87] 1,997} 38-92 
DalesServices wens see 545) 33-11 41 4-25 46 7-33 213] 11-24 845) 16-47 
HOUTsOMIC. vp ee aiiteer 149} 9-05 140} 14-54 428] 68-15 263| 13-89 980) 19-10 
‘Ati oth erste se ea. chech oy 380} 23-09 210} 21-81 75| 11-94 644} 34-00} 1,309} 25-51 
1,645] 100-00 963) 100-00 $28} 100-00} 1,894} 100-00} 5,131] 100-00 
1936-37— 
ASEOCIateds ae pees 510} 34-20 613| 70-87 10] 1-79 637| 34-51} 1,770} 37-18 
Dales SeETVICE........ ees 581] 38-97 73| 8-44 if 1-25 250) 13-54 911) 19-14 
IN GUEBOMUCKC ces, oe « 90 6-04 24 2-77 507| 90-86 330| 17-88 951} 19-98 
AlMothorsnaens. eee 310) 20-79 155} 17-92 34, 6-10 629) 34-07} 1,128) 23-70 
1,491) 100-00 865} 100-00 558] 100-00} 1,846} 100-00) 4,760} 100-00 
1937-38— 
ASSOCIAteCIY im tt ences 591} 39-22 729| 76-10 66} 10-04 812] 34-06] 2,198} 39-92 
Sales Service............. 582] 38-62 72), “f52 33] 5-02 343] 14-39) 1,030) 18-70 
HMONTSOMEe.. Ae asseee fee 85 5-64 45 4-70 540} 82-20 437| 18-33) 1,107} 20-11 
PNITEOTHERS eens oc 249) 16-52 112} 11-68 18] 2-74 192| S3e 22 A bil oiler, 
1,507) 100-00 958} 100-00 657} 100-00) 2,384] 100-00} 5,506} 100-00 


* Compiled from material supplied by B.C. Fruit Board (Exhibit 137). 


(c) Fruit and Vegetable Jobbers Associations 


The Canadian Fruit and Vegetable Jobbers Association, formed in 1931, had 
its origin in the Eastern Canada Fruit and Vegetable Jobbers Association which 
was organized in 1925. The name of the organization was changed again in July, 
1938, to the Canadian Fruit Wholesalers Association. This Association holds 


8 As already noted, this is a group of the following four independent shippers who have 
worked out certain measures of co-operation amongst themselves: B. C. Fruit Shippers, Limited, 
e C, nomena, Limited, McLean & Fitzpatrick, Limited, and Occidental Fruit Company 

imited. 
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annual winter and summer meetings and concerns itself with questions of com- 
mon interest to all jobbers, such as dump duties, general tariff questions, 
transportation problems—including uniform freight rates, claims adjustments, 
refrigeration, carriers’ protective service—labour problems, cartage, trucking 
competition and business costs. Through its own efforts and as a member of 
the Canadian Horticultural Council, it has exercised a considerable influence on 
legislative and administrative action with regard to fruit and vegetables, parti- 
cularly regarding tariffs and dumping duties. Almost all legislation sponsored 
by the Canadian Horticultural Council is scrutinized carefully by the Jobbers 
Association, 

Another type of fruit jobber organization is that of the local: wholesaler 
meetings in the five major prairie cities (Calgary, Edmonton, Saskatoon, Win- 
nipeg and Regina). Local prices, competition, joint action in importing certain 
commodities and in sharing domestic products of which there is a shortage, are 
discussed at these local meetings. 


4. PRICE SPREADS BETWEEN PRODUCER AND CONSUMER 


The small amount which the grower receives from the dollar paid by the 
consumer for fruits and vegetables has always been a subject of complaint by 
producers. Consumers feel they also have just cause for complaint because retail 
prices appear at times to have no proper relation to basic costs of the products 
at their sources. The development of co-operative organizations has to some 
extent provided producers with a means of influencing prices in their favour. 
Consumers are for the most part unorganized and inarticulate; their ability to 
affect prices is chiefly dependent upon their ability or willingness to do without 
the particular product or to use substitutes. Full information as to comparative 
prices and qualities is not always available to consumers. It is impossible to 
say exactly what has been paid and what should be paid to each factor in the 
distribution process—to packers, shippers, transportation agencies, brokers, 
wholesalers and retailers. Certain general information, however, which can be 
recorded to advantage, has been secured in this inquiry. 


Packing, Shipping and Selling Charges.—The first assessments against a box 
of apples are the packing, shipping and selling charges. Certain standard rates, 
as indicated below, are charged with more or less uniformity by independent 
shippers throughout the Okanagan Valley, and are embodied in the regular 
grower-shipper contracts: 9 


Apples and pears, wrapped, domestic.. .. .. .. .. ..§ .55 per standard box 
Apples and pears, wrapped, export... ........... .60 per standard box 
Apples housshold. 23-200 Mies Me SORTS", SY OR 40 per standard box 
Avoolese itil; @radeds aun Ab (ors sa. Sore, Sore sd 27 AOU per som 

AD ples*oullke. uneradediavies se ete Ver ee ae seks (000 per ton 
Grabagplesal .disiel ieiton dive. Boe Bow wey iedOiper standardiox 
Apricots and plums... sae «ens kare dibalaet arce| oo Ok Daskeumcrate 
Prunes plums and apricots. 09). 4 ae ot ee eee oO ,ber sullucase 
Peschésiot [0 310, DILDO. 2h. PIR Se A, CP Sb per standardbox 
CHErIeS anus sHaece. ey esieegs one teen seiox (365. perqt-basketrierate 
H@ETTICS WOME ee eS see Es Fea SEPA sik ROU 0 Ola uss herent: 
Chericoeee eee cee es en EE ee Doaper suanidands luc 


One independent shipping house charges 58 cents for its export wrapped 
apples and pears and 53 cents for its domestic wrapped, and 42 cents for its 
household, while another charges 55 cents for its export wrapped, 15 cents being 
designated as selling cost and 40 cents as a specific packing assessment.1° 


9 Figures taken from grower contract of Browne Company Limited, Penticton, B.C. (part 


of Exhibit 128). sal. ; 
10 Data A ied by British Columbia Fruit Shippers Limited, Vernon, B.C. (part of 


Exhibit 132). 
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A different method of assessing packing and selling costs has been developed 
by co-operative packing and shipping plants. As indicating the various items 
entering into a co-operative’s charge for packing a box of apples, the following 
figures for the 1937-1938 crop year are quoted from data supplied by the 
Kelowna Growers’ Exchange: 


Medium Wrapped Household 


Cents Cents 

IRGC ALC MARAR LAL Oa PEPER aos dgc lan) co) epee .50 .50 
Bro) CUM wna n ene IME oh MORE PRES Ayo auton 3 14.85 14.85 
Boxtrma ktmio S50 ur. kihe Vala tiere) ees. we bwReteee an ta eerie <holaet .90 .90 
INS IS ee et eh APR Oe Gea mt Pe ee ke td ee ee 55 200) 
Recerwinew. sh stud one eto ea tenots 125 1.25 
ID idgash ophav aces MINE) POE CEAL NEI Ste oy oe eco ool) oc E20 55; 
SOLUTE yes Secon eke oe ees eee nec eo 2.00 2.00 
Jeivalauela ee ee ee cho te week 4.25 Py tS) 
Witte slat. tly score. Ae eee ae eae 5.50 hie 
Lg CGitior a Ace she cecch teas es AR Cheers SOM ee enan Pe se .60 .60 
LDN Gy slty MOA Meme A a Oe ante Ry Oe erie hee PN eee ot 5 .28 .28 
Labeling... 6.45 cues saietcak eek see ee a2 
TINCT pacts RO ote ae RS ay. ee ake ira eS .50 Rea 
(GCG KINIO Ts a Lita a pee ie ne ME Ba er ee ee .20 .20 
Abailsiatelerorccadsholsrae von oe bo ove Ga eg dees 20 .20 
Loading, including trucking and grading.. .. .. 1.10 1.10 
\aciclcihatee tis bhovsimalcitenntvyn baat ah Gh. eo) uceeuae Hee hls 1.00 1.00 
(OG. > Sica eee ene eT AS oa CTAB Aan eee 34.15 26.15 

Gab bree ean te BAL) (0S. Seven ices i ll, es 34.00 26.00 

Gh igsy dalersne bap Bae tot arte re, lecteur Uieen pr arene 10.00 10.00 

Wotan Mas cee eet es nares ae 44.00 36.00 
Changes’ rebaiteds. seemee- ana meee ete 6.70 6.70 

Net Packing and Handling Cost.. .. .. .. .. 37.30 29.30 


(Exhibit 1381) 


A levy of 1-25 cents per box to cover administrative costs, advertising, etc., 
is imposed by the British Columbia Fruit Board. This charge is paid by the 
shipper and deducted from his returns to the producer. 


Freight and in transit protection—Freight rates from the Okanagan Valley 
to the prairie markets have long been a subject of debate between producers 
and railroads. The low basic freight rate of 1915 was sharply raised in 1918 
and again in 1922. Today these rates are considered out of proportion to the 
value of the product and very high when compared with corresponding rates 
from the American Northwest to Chicago and other eastern markets. 
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TABLE 23.—FREIGHT RATES FROM KELOWNA, B.C., TO 5 PRAIRIE CITIES 


(per hundred pounds) 
oSSS——aooo—SSSSsSsSSSSSSS 
Fresh Fruits, 


Destination Period Cherries, Apples Vegetables 
Peaches, etc. 

$ cts. $ cts $ cts. 

Selon ato; @alcaryrae sae We cis ip Ake ele eye (1915) 0 85 0 58 0 33 
(1918) 1 063 0 72% 0 414 

(1922) 1 04 0 71 0 42 

Eelomnasuombla montonn, o4— yam eee es nee eal (1915) 0 99 0 67 0 41 
(1918) 1 24 0 84 0 514 

(1922) 1 41 0 95 0 56 

Welownacojsaskatoon «4: cee «tie nlsd a” (1915) 1 00 0 75 0 48 

(1918) 1 25 0 94 0 60 

: (1922) 1 50 LoS ae OO 0 65 

ESeLOWnarso! Rerinakeeetere m alan tret sr sac ocay, (1915) 1 00 0 75 0 48 

(1918) 1 25 0 94 0 60 

(1922) P50) TS te O07 0 66 

SelommamtonvVinnipeeepen wee me. sans ooccae oes sen (1915) 1 00 0 75 0 53 
: (1918) 1 25 0 94 0 664 

(1922) 1 50 LSy S100" 0 74 


* Lower emergency rates, applicable from February 14 to June 15, 1938, and from December 12, 19388, 
to June 30, 1939. 


During the period October 15 to March 31, apple shipments are subject 
to an additional charge for heating of 1-5 cents per car per mile, which amounts 
to approximately 2 cents per hundred pounds from Kelowna to Calgary, 2-6 
cents to Edmonton, 4 cents to Saskatoon, 4 cents to Regina and 6 cents to 
Winnipeg. During the autumn and spring months, when heaters are not used, 
there is a charge of from 4 to 14 cents per box for lining the cars with paper. 
Freight costs on a box of apples (50 pounds gross weight) shipped from Kelowna 
during the 1937-38 crop year would be as follows:— 


July 15to Oct.16to Dec. 12 to 


Oct. 15 Dec. 11 April 1 

Destination Cents Cents Cents 
Galoaryaes). ches tanec akg aeieet ine tase ee 35-5 36:5 36:5 
Achamonairoia', Sa ET! Bees ete Geman 47-5 49-0 49-0 
SaSMApOOD MAN Md fedson as ec opL ven ak 56:5 58:5 52-0 
HRC QUIIA! ereco geste Rita era his Pe a oy ohh afer ane tae 56-5 58-5 52-0 
Winnipeg.. .. 56-5 59°5 53:0 


The gross weight of a box of apples is from 48 to 53 pounds, depending upon 
variety and whether wrapped or unwrapped. 


Brokerage.—A charge of $20 per car of apples (approximately 3 cents per 
box) is made by the prairie broker for his services in placing orders, adjusting 
claims, informing the shipper as to market conditions, ete. This charge is 
borne by the shipper and included in his flat charge for packing, shipping and 
selling. 


Jobber margins.—It has been found impossible to arrive at figures which 
would accurately represent, in cents per box, the gross margins secured by 
jobbers and retailers and therefore these margins will be shown as percentages 
of sales. Jobber margins in the sale of apples vary within each city. The 
following extracts from records of two of the largest jobbing firms indicate 
gross margins on apple sales secured by different branches during the year 
ending December 31, 1938:14 


Consolidated Fruit, Calgary (Head Office)... .. .. .. +> 11-:5% of sales 
Seott Fruit, Calgary (Consolidated Fruit)... .. .. .. +. 10:7% * = 
Scott Fruit, Regina (Consolidated Fruit)... ..... .. +. 106% * : 
S. & M. Wholesale, Regina (Western Grocers).. .. .. 9:2% 


11 Compiled from material supplied by these two major jobbing companies (Exhibits 
169, 184, 191 and 193). 
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These figures are inadequate as illustrations of jobber margins on apples. 
They serve, however, to indicate the variations in the margins of the various 
jobbing houses and may be compared with the gross margins secured by jobbers 
throughout Canada on all fruits and vegetables, as estimated by the Dominion 
‘Bureau of Statistics for the year 1936:— 


TAR Yacht ea eaNetha31. iG ce Sa ee AOE Ame chy eae 5 eke 13:5% of sales 
@ucbees meet wes be okay aah ss cb Gos pe Ae se Cee 925% So ittes 
ONGaT ION MH E> URES Ss 2 DERE Be i ree cron ae 11-0 So npealmabes 
Prairies. oY a Bee | te ee, Aes A An ets TM ose ae 
British Columbia. . ERS: coo TRS or eee ee Wg 
GRA eM NE ore Sys) nae aes ueistp ede Se alo ek, ees, RG MIO 2 


Retailer margins —No attempt has been made to estimate the average 
margin secured by prairie retailers. Selling prices, advertised in Winnipeg 
by a well-known chain store system for the fourth week of each of the four 
last months in 1938, have been obtained. A comparison of these prices with 
the list prices of the chain’s wholesale supply house indicates that the follow- 
ing gross margins were secured on sales of McIntosh apples, face and fill, 
during the periods in question:— 


By the case By the pound 
% ofsales % ofsales 


Ath weektsepremper, WSS 161 seteeis los ae lied ws 20-7 25-0 
Ath week OGbOber, LOsGi cc vtllanes shes eal cis sen we Spal hse 
atiwiee kee NO vember a lOSGee ecisueitas oo csc isees ce ie 18:9 25-0 
Abhwweek December, OSS. eit. wel as sn ae sith ee 18-9 25-0 


As this organization operates a network of branches covering the three prairie 
provinces with a centralized selling policy, it may be assumed that these margins 
are fairly typical of those secured by prairie retailers generally. 

The number of retail food stores in the four western provinces in 1980, 
as recorded in the census of Canada of 1931, was approximately 9,500. The 
increase since 1930 has been estimated at 20 per cent, bringing the number 
in 1939 to well over 11,000.12 Of these stores it is said that over 80 per cent are 
associated in corporate or voluntary chains. 


Distribution of Consumer’s Dollar—lIt is, of course, impossible to trace 
a given box of apples from the producer’s orchard to the consumer’s house. 
Apples from many orchards are pooled with the shipper, sold to different jobbers 
in different markets over a period of several months at varying prices and 
the net proceeds divided pro rata among the pool members at the close of 
the selling season. It is possible to estimate, however, with a reasonable degree 
of accuracy the net return to the producer from any particular sale and the 
distribution of the spread between such return and the cost to the consumer. 

The examples given in the following table are based on actual wholesale 
and retail prices on the dates indicated. It has been assumed that the shippers’ 
charges for packing, shipping and selling were those set out on page 33, and 
that the jobber was allowed a quantity discount of 3 cents per box ($20 per 
car). No allowance has been made for shrinKage or deterioration. 


13 From material supplied by Retail Merchants’ Association of Canada, Manitoba Provincial 
Board (Exhibit 196). Retail food outlets by. provinces were as follows in 1931: 


Man. Sask. Alta. B.C, 


Fruit and vegetable stores... :. .. :. «. 48 31 49 192 
Grocery stores... St (6 eens 919 125 Wis 1,303 
Combination food stores.. .. Hs $138 118 129 96 
Meat stores with grocery department. . & 95 46 56 62 
General stores with food department... .. 848 1,629 1,189 798 
Department stores with food department. . 21 20 34 5 


2,244 2,569 2,170 2,476 
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The course of fruit production and marketing in British Columbia has 
been following a significant pattern of development. The inability of growers 
and shippers to achieve maximum distribution at satisfactory prices drove 
them toward governmental intervention. The Interior Committee of Direction, 
the 1932 Apple Cartel, the Okanagan Stabilization Board, the British Columbia 
Fruit Board, B. C. Tree Fruits Limited with its “one-desk” plan, and now 
the demand for “central selling,” have all been part of one continuous process, 
which set out to subject the industry to a degree of control which would minimize 
the risks of selling a perishable commodity. It was thus intended to balance 
the bargaining power of the producer against the increasing strength of the 
distributor-purchaser. 

It becomes apparent, then, that in the production and distribution of 
fruits and vegetables in Western Canada a dual movement has developed: 
on the one hand the creation of governmental supervision of production and 
marketing which has given to that part of the industry the character of a 
quasi-publicly operated monopoly, and on the other the rise of three organiza- 
tions whose branch houses and total tonnage almost completely dominate the 
distribution of fruits and vegetables on the prairies. To this parallel develop- 
ment must be added the increasing control by two of these major jobbers 
over retail outlets and the effect of such control upon the reduction of the 
number of independently owned channels through which fruits and vegetables 
may reach the general public. 

It is not the object of this report to attempt an estimate of the economic 
validity of certain marketing or distributing methods now in force in British 
Columbia and on the prairies. But it is against this background of quasi- 
public monopoly in British Columbia on the one hand, and amalgamation 
on the prairies on the other, that the charge of an alleged combine in the 
distribution of fruits and vegetables has been made. And it is against this 
background that these allegations, with all the facts and issues that must be 
analysed to discover whether or not a combine has operated or is likely to 
operate to the detriment or against the interest of the public, can best be 
apprehended. 


If, THE ALLEGED COMBINE OF JOBBERS AND SHIPPERS 


Any measure of control which jobbers may exercise over shippers or brokers 
becomes a matter which the fruit growers of British Columbia are likely to 
suspect as being against their interests. Shippers and brokers are agents of 
the.growers. The growers’ products are placed in their hands and they are 
entrusted with the responsibility of selling these products at prices which will 
give the best possible returns to the growers. If the selling agent (the shipper) 
is in any way controlled by the buyer (the jobber), the interests of the growers 
will not be as well served as if there were no such relationship. Such control 
by jobbers over brokers was found to exist in the investigation made under the 
Combines Investigation Act in 1924 and 1925, and the relationship was con- 
demned by the courts in the convictions registered in 1926. The one monopolistic 
jobbing concern of that day had secured ownership and control of a chain of 
brokerage houses in the western provinces, through which houses practically all 
the growers’ products were sold. 


In the present inquiry it is control of shipping agencies, not of brokerage 
houses, which has been alleged. In 1936 Western Grocers Limited, one of the 
three major fruit Jobbing companies in the prairie provinces, bought a fifty 
per cent interest in a company controlling one of the three major shipping groups 
of the Okanagan Valley. The relationship was secretly established and 
maintained, and growers using these shipping agents are said to have known 
nothing of it until it was disclosed at a public meeting in Vernon, B.C., two 
months before application for the present investigation was filed. — 


The actual purchase of shares was made in the name of Dominion Fruit 
Limited, an Alberta corporation which is a wholly-owned subsidiary of Western 
Grocers Company. The investment was made in LanderCompany Limited, 
a fruit shipping organization in Vernon, British Columbia. Lander Company 
Limited has a controlling interest in Sales Service Limited, a fruit selling agency 
in Kelowna, British Columbia, and in several fruit shipping companies in the 
Okanagan Valley which sell through Sales Service Limited. It has been claimed 
that this investment, apart from its alleged intrinsic unlawfulness because of its 
jobber-shipper relationship, has resulted in many undesirable business practices 
on the part of fruit and vegetable shippers and jobbers. 


1. LANDER CompaNy LIMITED AND SALES SeRvIcE LIMITED PRIOR TO 1936 


Sales Service Limited was organized in 1926 to operate for independent 
shipping agencies as Associated Growers of British Columbia was operating 
for its many locals. Shares in Sales Service were purchased by fruit shipping 
houses such as Occidental Fruit, Limited, Okanagan Packers, Limited, B. C. 
Orchards, Limited, Federated Orchards, Limited, E. C. Skinner, Limited, and 
Unity Fruit, Limited. Shortly afterwards Federated Orchards and KE. C. Skinner, 
Limited, discontinued business. In 1928 Sales Service Limited aided in the 
organization of the Mutual Company in Penticton, the name of which was 
changed later to Browne Company, Limited. Occidental Fruit, Limited, and 
B. C. Orchards, Limited, withdrew within a few years, and their shares were 
bought by Lander Company Limited. Meanwhile, Sales Service Limited secured 
other fruit packing companies as shipping clients but no corporate relationship 
was effected with them. 
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At the time of this inquiry Sales Service Limited had corporate connections 
with the following Valley shipping organizations: 


Browne-Lander, Limited, Vernon, B.C. 

Browne Company, Limited, Penticton, B.C. 

The Cascade Fruit Company, Limited, Kelowna, B.C. 
Keremeos Fruits, Limited, Keremeos, B.C. 


Other shipping houses availing themselves of Sales Service’s shipping agency 
facilities, and in some cases owning a minor number of shares of its stock, were: 


No. of shares of 
Sales Service 
stock 
Haynes Co-operative Growers Exchange, Oliver, B.C... .. .. .. .. — 
Walters, Limited, Summerland and Peachland, BC... .. .. .. .. .. 15. 
Greata ‘Ranch, Limited, Peachland, B.C... . Lowel ol ats 
The Crown Fruit Company, Limited, Kelowna, Bee 
Apex Orchard Company, Limited, Kelowna, BC.. 
Highland Fruits, Limited, Kelowna, 1B Cate: 
Okanagan Valley Land Company, Limited, Okanagan Centre, "BC.. 
eeiWis ‘Hughes, Kelowna, B.C.. ; Mcp dopty tee ; “ 
Unity Fruit, Limited, Vernon, non 


oll | ul ew 


The growth of Sales Service Limited had been accompanied by a change 
in the character of its membership and corporate relations. The company had 
begun as an agency for facilitating the pooling of products in order to obtain 
selected grades and varieties for independent shippers, and also to provide 
a central selling organization. Sales Service was formed at a period when 
the co-operative movement in the Okanagan Valley had begun to decline and 
when that decline was paralleled by the rise of independent shippers. 

Mr. R. B. Staples up to the time of this investigation has been the head 
of Sales Service Limited. He had been a fruit grower and manager of a co- 
operative shipping house in Creston from 1911 to 1920. In 1920 he organized 
a shipping house in Creston, the Staples Fruit Company, Limited. The com- 
pany was owned by Nash Simington Company Limited, then the largest 
wholesale distributors of fruit and vegetables in Western Canada. In 1923 
Mr. Staples managed the Kootenay crops for the Associated Growers, after 
their large-scale purchases of independent shipping plants in the Okanagan. 
Between 1924 and 1925 he managed an independent grower organization known 
as Creston Growers Limited, and in 1926 he supervised certain Nash properties 
in the United States and acted as buyer in the Okanagan for the Canadian 
Nash organization. Finally in 1927 he was appointed manager of Sales Service 
Limited, after having applied for that position in 1926. 

Lander Company Limited was organized by R. B. Staples in 1928, with an 
authorized capital of 20,000 one-dollar shares, as a fruit shipping establish- 
ment with offices in Vernon. A. C. Lander, a former employee of the Nash 
Simington company, who had managed the Mitchell Fruit Company in Calgary 
and also had seen service with Mutual Brokers of Calgary, was appointed 
manager. Until he came to Vernon to manage the newly formed Lander 
Company Limited, Lander’s entire experience in the fruit industry had been 
obtained in the service of the Nash organization. The Lander company took 
over the business of E. C. Skinner, Limited, an established shipping organization 
in Vernon. 

The original shareholders in Lander Company Limited were R. B. Staples 
and A. C. Lander, who had 3,001 shares each out of a total of 6,003 shares 
issued.1_ In 1929 the share issue was increased to 15,528, with 7,476 assigned 


1 Annual Report, Companies Act (B.C.), Lander Company Limited, February 2, 1929 
(part of Exhibit lc.). One share was held by Wilhelmina Howarth, stenographer. The 
authorized capital was $20,000, to consist of 20,000 shares at $1.00 each. y 
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to R. B. Staples, 7,476 to A. C. Lander and the remainder, 576, to J. H. Reader, 
treasurer of the company. No further stock changes were made until 1933, 
when the number of ordinary shares was increased to 18,372, distributed as 
follows: R. B. Staples and A. C. Lander, 7,326 each; J. H. Reader, 326; H. 
Jeffrey of Portage la Prairie, 970; and the Finch Investment Company, Minnea- 
polis, Minnesota, 2,424. The Finch Investment Company appears to have 
been part of the inter-corporate organization which included the Nash Share- 
holders Company and the Nash- Finch Company, both of North Dakota. Until 
1932 the latter company controlled Nash Simington Company, Limited, with 
head offices in Winnipeg. In 1935 the Jeffrey shares were transferred to Mrs. 
Mildred Lander, wife of J. B. Lander, a member of the staff of the C. H. 
Robinson Company Limited in Regina. The C. H. Robinson Company had 
already passed under the control of the Nash-Finch Company of North Dakota. 
As several of the original shareholders in Sales Service withdrew from the 
organization after 1928 their stock was taken over by the new Lander company. 
At the same time the, Lander company made advances to other shipping 
members of the Sales Service group, and acquired their shares. By 1935 
Lander Company Limited held shares in Sales Service Limited, Browne Com- 
pany, Limited, and the Cascade Fruit Company, Limited, valued at $17,641. 
These holdings were increased in 1937 by the addition of $3,500 in shares of 
Keremos Fruits, Limited. In the same year Lander Company Limited sold 
its merchandise and equipment to a new company, Browne-Lander Limited, of 
Vernon, with the Lander company retaining in the new company a three-quarter 
interest amounting to $12,000. Consequently the Lander company ceased to 
be a merchandising company and became purely a holding company through 
which control was exercised over its various investments. Owing to these various 
changes A. C. Lander became more interested in the allied companies and by 
1935 he was giving more attention to Sales Service Limited which he has 
managed until recently, subject to Mr. Staples’ supervision. 
The records show Lander Company Limited as owner of a substantial or 
controlling interest in the following organizations: 2 
Total stock. Lander Company 


issued holding 

Shillasisicicuatcies dLaaanunee hs le Ae ee Pes er wed 114 58 
iBrowme-lander es lbimmtede= sy ea ee an ee ene 16,000 11,198 
J. B. Lander, Limited (formerly Sales Service 

(Vancouver), Limited) .. Dee? LAWS ae 998 548 
The Cascade Fruit Company, Lame) cy 0 eee at 24.816 12,406 
Browne Company, Limited.. .. TN Gat A te 10,548 5274 
iKeremoos EP ruits: (Limited: Sa i 22a o01, 20.4 7,000 3,498 


Lander Company Limited thus is seen to have an effective or controlling interest 
in these seven British Columbia fruit selling and shipping organizations. 


2. INVESTMENT BY DoMINION Fruit Limirep IN LANDER 
CoMPANY LIMITED IN 1936 


Extensive transfers of shares appear in the Lander company’s records in 
1936. Two blocks, totalling 5,466 shares, were deducted from the holdings of 
R. B. Staples and re Lander, 2,733 from each, and were transferred to R. 
B. Staples in trust. To this was added a further 970 shares transferred in 
trust from the total holdings of Mrs. Mildred Lander. The 326 remaining 
Reader shares were divided by transferring 140 to R. B. Staples in trust 
and the balance, 186, to Alexander McCallum, Winnipeg, c/o Western Grocers 
Limited. F inally the 2,424 Finch Investment Company shares were transferred 
to R. B. Staples in trust. When the process was finished R. B. Staples and 


2 Annual reports under Companies Act (B.C.) (Exhibit 1c). 
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A. C. Lander held between them 9,186 shares, one-half of the total issue, and 
the other 9,186 shares were held as follows: R. B. Staples in trust, 9,000, 
Alexander McCallum, 186 shares. No further share transfers or other changes 
were made in 1937 and 1938. 

It has been confirmed in the present inquiry that the 9,000 shares registered 
in Mr. Staples’ name in trust were held by him on behalf of Dominion Fruit 
Limited, and that the latter company purchased the shares for cash through the 
Lander Company Limited, from Staples, Lander, Mrs. Mildred Lander, J. H. 
Reader, and the Finch Investment Company. The share certificates registered 
in the name of R. B. Staples in Trust were endorsed by Staples and delivered to 
Dominion Fruit Limited (Evidence, p. 1530). The 186 shares held by Alexander 
McCallum and registered in his name were in reality Dominion Fruit Limited 
shares. When W. P. Riley, president of Western Grocers Limited and of 
Dominion Fruit Limited, was asked if McCallum had put up money for his own 
shares, he replied, ‘‘ No, they are Dominion Fruit shares.” He added that the 
Dominion Fruit Company provided the money for the purchase of the McCallum 
shares and took an endorsement on the certificate (Evidence, p. 4153). Dominion 
Fruit Limited, therefore, had effective control of one-half of the shares of Lander 
Company Limited, the other half being controlled by Staples and Lander. 

Through this stock Western Grocers Limited, as owners of Dominion Fruit 
Limited, secured virtual control of the Lander company to the extent that, 
although Staples and Lander held a fifty per cent interest in the company, no 
major policies would be formulated and put into effect by the Lander Company 
without reference by its directors to the wishes of Dominion Fruit Limited. In 
effect, the investment resulted in giving Western Grocers. Limited a close contact 
with the supplies of thirteen Okanagan fruit shippers handling almost twenty per 
cent of the fruit production of the Okanagan Valley and adjacent areas, as well 
as a measure of control over one of the important independent selling agencies. 
To this corporate connection must be added the control by Western Grocers 
Limited of thirty branch wholesale fruit houses in the three prairie provinces, 
handling almost forty per cent of the Okanagan fruit distribution on the prairies 
from 1935 to 1938, and the Western Grocers Limited connection with retail stores 
in the three provinces. 

The relationship which developed between Western Grocers Limited and 
Sales Service Limited was in large part due to the connections which officers of 
both these companies had had with the Nash Simington company. R. B. Staples 
and A. C. Lander, the heads of the Sales Service organization, had gained much 
of their experience in the fruit industry as employees of the Nash company. 
They were well known to the managers operating Nash branch houses on the 
prairies. These raanagers were taken over by Western Grocers Limited when it 
purchased the Nash fruit houses in 1932, and their business contacts with Staples 
and Lander naturally continued. Most important of these contacts was that with 
Alexander McCallum, now superintendent of Dominion Fruit Limited and one 
of its directors. McCallum had been with the Nash organization from 1910 until 
the change in 1932, and from 1930 to 1932 he had been supervisor of all the Nash 
fruit branches. The Nash houses had looked to Sales Service as one of their 
principal sources of supply and Sales Service had looked to Nash as its prin- 
cipal outlet. The importance of that outlet in the years following the purchase 
by Western Grocers is indicated in the following table: 


3 Annual Report, Companies Act (BC.), June 16, 1937, Lander Company Limited (part 
of Exhibit 1c). 
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TABLE 25.—SHIPMENTS OF FRUIT BY SALES SERVICE LIMITED TO WESTERN 
GROCERS LIMITED—DOMINION FRUIT LIMITED, AND TO OTHER 
JOBBERS IN THE PRAIRIE PROVINCES, 1934-1938* 


_(by cars) 
Sales Service West 
shipments to | Total Sales fe! ore 
Western Service ae ae 
Crop Year Grocers— | shipments to auth 
Dominion Prairies rust 
Hraik percentages 
SYED) cole cise ee BING & OR CRD AEIC 8 CRAP ERE EME on ee MO ER Ge 8 751 831 90-37 
AO has Oe Tc ae Ag me Ri bo ky re ees, hs: Pee 493 729 87-62 
EOS sie SIE LAN LA Ra TOE Po Le oer Enea a | bah RR Cok Be 585 745 78-52 
UWOSIKSO 2 Asin Ries et Oe 8 MCA ee Me en Den cau ted 612 784 78-06 


*Compiled from material supplied by Sales Service Limited (Exhibit 125). Includes shipments 
from areas outside the jurisdiction of the British Columbia Fruit Board. 


Another link between Sales Service and Western Grocers was the brokerage firm 
of C. H. Robinson Company Limited, which was organized in 1927, the same 
year in which R. B. Staples assumed the management of Sales Service Limited. 
All the C. H. Robinson employees and shareholders until 1932 had been 
employees of Mutual Brokers, the Nash-owned brokerage agency. The Regina 
office was managed by J. B. Lander, brother of A. C. Lander, who later joined 
the Sales Service organization in Kelowna. Sales Service not unnaturally 
employed the C, H. Robinson company as its prairie brokers. 


Within a year after the purchase of the Nash houses by Western Grocers, 
R. B. Staples made overtures to the company, offering special discounts on 
cars purchased by Western. In 1933 a meeting was held in Winnipeg, attended 
by R. B. Staples, E. J. Chambers, president of Associated Growers, H. C. 
Stockton of Consolidated Fruit Company Limited, W. P. Riley, president of 
Western Grocers Limited, and M. V. McGuire, an Okanagan Valley shipper 
who was then manager of the 1932-33 Apple Cartel. In his evidence Major 
McGuire stated that the purpose of this meeting had been to make arrange- 
ments with jobbers which would enable the apple crop to be moved more 
quickly. It was argued that a discount to jobbers would be an inducement to 
them to purchase British Columbia products, and would facilitate the sale of 
the crop by shippers pressed with slow-moving tonnages. At this meeting 
it was decided to urge Macdonalds Consolidated Limited to request similar 
discounts from Okanagan shippers. Macdonalds refused and the matter was 
dropped. ; 

This 1933 meeting marks the first of a series of negotiations in which 
Staples, Chambers, Riley and Stockton took part concerning the payment of 
discounts upon cars sold by Sales Service and Associated Growers to the 
Western Grocers-Dominion Fruit and Consolidated Fruit branches. It reveals, 
too, how closely the president of Associated Growers worked with R. B. Staples 
of Sales Service Limited. Further, it establishes the early refusal of Mac- 
donalds Consolidated to participate in such transactions. And, finally, it demon- 
strates the attitudes of the prairie jobber and the British Columbia shipper 
which persisted even after the disappearance of the Nash organization: the 
jobbers continued to expect concessions, in this case a special cash discount, 
apart from the normal profit upon their British Columbia purchases made at 
more or less competitive prices. 

The reappearance in 1932 of the practice of jobbers buying for cash in the 
Okanagan may have had some influence in encouraging Sales Service and 
Associated Growers to offer special concessions to prairie jobbers. It may also 
have suggested to Sales Service the idea of a jobber investment in the Lander 
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company. The co-operative movement and the prevailing grower opposition 
to direct jobber representation in the Valley had discouraged the purchasing 
of fruit for cash directly from the producer, and after 1923 there was little 
cash buying. Consolidated Fruit Company Limited sent a cash buyer to the 
Valley to purchase on its behalf in the 1932-33 season, but growers generally 
felt so strongly about the venture that the buyer was ‘compelled to leave the 
Okanagan. At the same time Consolidated Fruit had financed the establish- 
ment of a shipping house in Vernon, Crestland Fruit Company, Limited, and 
was supervising it through a former Consolidated Fruit employee, Harvey 
Harrison. It appears that this was one of the first attempts of a prairie jobber 
to secure direct control of a shipping house since the Nash investments in 
shipping organizations of 1918 to 1925. These developments influenced Staples 
in his attitude toward Western Grocers Limited. For if Consolidated Fruit 
could manage to have its own buyer in the Valley and operate through a 
shipping house financed by itself, certainly Western Grocers, as a larger factor 
in the trade, could and might do the same. There was need, therefore, to 
forestall any such action by Western Grocers Limited in the Okanagan 
Valley.4 

The advantages to the Consolidated Fruit Company of direct purchases 
in the Valley, particularly in the case of vegetables, helped to prompt the 
arrangements made in 1934 by Sales Service and Lander Company Limited 
for a series of special discounts and for the elimination of the broker in Sales 
Service shipments to Western Grocers Limited or Dominion Fruit Limited. 
In this way the Western Grocers company benefited by the discount as well 
as by the elimination of brokerage for the 1934-35 crop. Specific instruc- 
tions to pay such discounts to the head office of Western Grocers, and not to 
the branches, were given by Sales Service to its members. No discount was 
paid by Sales Service and its members in the 1935-36 season, owing to 
restrictions imposed by the British Columbia Tree Fruit Board, which com- 
menced operations in 19384 under the Dominion Natural Products Marketing 
Act. Western Grocers Limited, however, did receive $38,729 in 1935 from 
Associated Growers as special discounts paid directly to head office. 

From November, 1934, until the spring of 1936 a considerable degree of 
administrative control over the British Columbia interior fruit crop was 
effected through the British Columbia Tree Fruit Scheme operated under the 
federal Natural Products Marketing Act. Once this legislation was referred 
to the Supreme Court of Canada, important Valley shippers doubted if much 
control would be left. R. B. Staples was of this view and, having special 
relations with Western Grocers Limited, he believed it advisable to approach 
Western with a view to assuring an outlet for Sales Service products. He 
enlisted the co-operation of E. J. Chambers of Associated Growers, who had 
participated in the first conference in 1933, and who had paid quantity dis- 
counts to the Western Grocers organization at different periods since 1932. 
A meeting which was attended by Mr. Staples, Mr. Riley, Mr. McCallum 
and Mr. E. J. Chambers of Associated Growers was held in Winnipeg in 
May, 1936. It was there agreed that, in order to encourage the purchase of 
British Columbia fruit and vegetables, discounts of approximately $20 per 
ear should be paid by these large shipping agencies to Western Grocers 
Limited. The details of this arrangement will be discussed later; for imme- 
diate purposes it was but one in a series of deals since 1933 in which special 
considerations were involved between Western Grocers-Dominion Fruit and 
Sales Service Limited. 

The alleged absence of control as the result of the reference to the Supreme 
Court is the explanation offered by Staples for his move to meet and discuss 
discounts and tonnages with Messrs. Riley and McCallum in Winnipeg in May 


*¥For Staples’ argument along these lines see his evidence, page 45. 
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of 1936. ‘We were agreed,” he said, “that we would have to do something to 
meet the competition, the stress of competition that undoubtedly would develop 
as a result of the lifting of control.” 

As early as 1933 Associated Growers of British Columbia Limited had paid 
$4,095 in cash discounts to Western Grocers-Dominion Fruit on cars sold to these 
leading wholesalers. Mr. E. J. Chambers, Associated Growers’ president, had 
participated in the 1933 conference and had travelled to Winnipeg with Staples 
to join in the negitiations in May, 19386. That such close association should 
exist between the co-operative agency and its largest single competitor may at 
first seem unusual. The explanation seems to be found in the generally held 
belief that any minor shipping group could shake or destroy the stabilized price 
structure of British Columbia fruit and vegetables in the prairie market. As 
explained by Mr. Chambers, Associated Growers believed that to secure market 
stability it had little alternative but to act with the other Valley groups which 
had any considerable tonnage, to assure that they would not embarrass the 
market and so adversely affect the price and volume of co-operative shipments. 
Mr. Chambers admitted in evidence that one fear he had had in 1936 was that 
Staples would make the discount arrangement himself and that Associated 
Growers would be left out. 

W. P. Riley’s desire to have his company, Western Grocers, directly repre- 
sented in the Okanagan Valley had been known for some time to both Staples 
and Chambers. At the meeting in May, 1936, the subject was again raised in 
conversation between Riley and Staples, and a suggestion was made as to the 
possibility of Riley investing in Lander Company Limited. Neither Mr. Riley 
nor Mr. Staples is clear as to who first made the suggestion, but it appears that 
the offer, as such, came from Mr. Staples. Mr. Staples’ explanation was as fol- 
lows in part: 

“A. Following that discussion . . . I called on Riley and as I remember it, 
the conversation which took place was along this line, that Riley was not at all satisfied 
that he was getting a proper appreciation of the business he was giving British 
Columbia, not at all satisfied that that discount was a satisfactory discount in view 
of the conditions which we were facing and he said to me that in his opinion the 
Western Grocers would be well advised to forget all about it and put a buyer of 


their own out in this country. Now that is when I made the proposal to him that if 
he wanted to get out in this country we would sell him part of our business.” 


(Evidence, p. 1485) 


Mr. Riley’s evidence on the point of the initial offer of the investment was 
as follows: 


“Q. At the time you gave consideration to the establishment of a cash buying 
agency in the Valley, had you in mind the purchase of an interest in the shipping firm? 
—A. No, never thought of it. : 

Q. How did the question of the purchase of an interest in the Lander Company 
arise?—A. Well, as I recall it, after we told that to Staples, I think it was at a later 
interview, as I recall it, he said to me, ‘You talk about putting a cash buyer in the 
Okanagan, wouldn’t you be just as well off if you had some shares in a going concern?’ 
I said, ‘ Well, possibly we would.’ He said, ‘ Well, I have got some shareholders that 
I would be very glad if I didn’t have. Maybe I could buy their shares for you, would 
you like to have them?’ ‘Well,’ I said, ‘I do not know, I would like to see your 
statement and your profit and loss accounts; there are a number of other things to be 
considered.’ 

Q. Did he say this the first time you broached the proposal to buy direct?—A. No, 
I do not think so. I think it was at a later interview. 

Q. Later, within the week?—A. Yes, I think it was inside of a week.” 


(Evidence, pp. 4136-7) 
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(a) Arrangements for the Investment 


The letters which were exchanged following Mr. Staples’ return to the 
Okanagan indicate the main considerations relating to the proposed investment. 
They illustrate the intention and attitude of the parties to the arrangement, and 
for this reason are set out here in some detail. 


On June 17, 1936, Staples wrote to W. P. Riley: 


“There would seem to be no necessity to again go over the conversation which 
we had in Winnipeg when we agreed that any arrangement of the kind contemplated 
should be good for both contracting parties. We think it would be a good thing for 
the Lander Co. Ltd. to have the Western Grocers Ltd. for a partner. If the deduc- 
tions I have made from these Balance Sheets are correct it would seem apparent that 
no one could lose any money by buying Lander Co, Stock at the price set up. We 
are agreeable to sell to you, up to Fifty per cent (50%) of our Shares in the Lander 
Co. Ltd. at the suggested valuation of Three dollars and forty five cents ($3.45) per 
share.” (Exhibit 48) 


Mr. Riley replied on June 22, suggesting that the Lander company should have 
at least 50 per cent of the Browne Company Limited (Penticton) shares. On 
June 27, 1936, Mr. Staples wrote that arrangements were being made to 
secure this percentage. He also indicated his reaction to the Supreme Court 
decision of June 17, 1936, invalidating the Dominion Natural Products Marketing 
Act: 

“A great deal could be written, but everything can be summed up briefly by 
saying that it is the intention to carry on voluntarily the same plan which was 
carried on last year under the Produce Marketing Act. We are neither supporting, 
nor opposing, this move but will keep prepared to follow what seems to be good 
policy for our Companies.” 

(Exhibit 48) 


By the first week in July the directors of Western Grocers Limited had 
approved of the purchase, and Riley wrote to Staples on July 6, suggesting that 
he and A. C. Lander keep their shares and use other holdings for the transfer 
so as to have Staples and Lander “maintain (their) interest and association.’® 
At this point, too, Western Grocers were concerned about the question of 
publicity attendant upon its acquisition of such shares, for the same letter asks: 

“Also, when acquiring these shares, what is your idea as to whose name they 
should go into. The money will be furnished by Dominion Fruit, Limited, and we 
could put some shares in the name of Mr. Stewart and some in the name of Mr. 
McCallum, and some in the name of the Company. Is your Company a private 

Company, according to the B. C. Act, and do you have to post the names of the 

shareholders? All of these things have a bearing on whose name the shares should be 

in. If you have to post the names of the shareholders at Victoria, do you have to 
say how many shares they have?” ; 

(Exhibit 48) 


Meanwhile Mr. Staples undertook to re-purchase the Lander company stock not 
in his or A. C. Lander’s possession. The largest block was 2,424 shares in the 
name of the Finch Investment Company, Minneapolis, Minnesota. Control over 
these shares was exercised by Mr. J. A. Simington, formerly the leading Canadian 
figure in Nash Simington Company, Limited. Mr. Simington was a large share- 
holder in the Nash-Finch Company, which appears to have been corporately 
related to the Finch Investment Company. These shares had been allotted and 
transferred to the Finch company on September 31, 1933. No explanation was 
given by Mr. Staples for this Simington investment, except to the effect that it 
constituted a friendly investment by a Nash executive in the enterprise of one 
of his former employees. On Mr. Staples’ request, Mr. Simington on July 9, 
1936, forwarded to him the 2,424 shares to be sold as desired. 


5 Letter W. P. Riley to R.B. Staples, July 6, 1936 (part of Exhibit 48). 
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On July 10, Staples replied to Riley’s request for advice on how Western’s 
shares should be registered: 


_ “Tam first answering the latter part of your letter of July 6. The Sales on Con- 
signment Act passed by the Dominion Government, I believe in 1926, probably makes 
it undesirable that the Western Grocers Ltd. ownership in the Lander Co. should be 
disclosed to the public at large. There is this to be said for the Sales on Consignment 
Act that it is only effective in a few of the Provinces of which, however, British 
Columbia is one. Even in British Columbia it is considered to be a dead letter. 
Nothing has even been done about it. Neither the Government nor the Producers, 
nor any of the Shippers and Dealers who might be affected pay any attention to this 
Act whatsoever. 

I should think you would feel inclined to ignore it entirely, but it is still on the 
Statute Books and among its clauses is one which states, in effect, that the operation 
of our Company would be contrary to the Act if a major portion of our Shares were 
held by a firm such as the Western Grocers. I presume that in the case of ninety- 
five per cent of the private Companies of British Columbia no one makes any enquiry 
as to who the stockholders are, but the fact remains that the payment of $1 will 
secure the names of the stockholders and the number of shares they hold of any Com- 
pany registered in British Columbia, either public or private. It would seem, there- 
fore, that a holding trust is indicated in this case for the major portion, if not all of the 
shares which you are about to acquire. ha 

Mr. Lander and myself are looking forward with a good deal of enthusiasm to our 
association with you, to the possrbilities of expansion and to the probability of mutual 
benefit. We are arranging that there shall be only three shareholders in the Lander 
Co. Ltd., namely Mr. Lander and myself each holding twenty-five per cent, and your 
group holding the other fifty per cent. Besides Mr. Lander and myself there are only 
three shareholders, namely Mr. Simington, Mr. J. B. Lander of Regina and our 
Accountant Mr. Reader, of Vernon. These shares were issued to these three men 
in the first instance as a friendly gesture and with the understanding that should 
they want to dispose of them we would take them back, and should we want them 
at any time they would agree to let us have them. There will, therefore, be no 
difficulty about these shares and by July 15th we should have them all re-called and be 
in a position to inform you the above program, with regard to the holding of our 
stock, has been carried out.” 

(Exhibit 48) 


Points of interest in this letter include the references to the question of the 
legality of the proposed shareholding by Western Grocers, to the anticipated 
expansion in Sales Service business as a result of this investment, and to the 
suggested allocation of shares with a reference to the condition under which 
shares had been issued to the three Sales Service shareholders exclusive of Staples 
and Lander. 

Another letter dated July 14, 1936, from Mr. W. S. Graham, treasurer of 
Western Grocers Limited, touching upon Western’s concern over the Sales on 
Consignment Act, was received by Staples, to which he replied on July 18: 

“Tt is difficult for us to give you very much help in coming to a conclusion because 
we more or less look upon the Sales on Consignment Act as a dead letter. So far as 
we know no case has ever come before the Courts under this Act. 

It would appear, therefore, that your guess on this Act is quite as good as anyone 
elses. You understand, of course, that the Western Grocers Ltd. can do no harm in 
this case and that only the Lander Co. is affected by any infringement, or shall we 
say enforcement of the Act. As President of the Lander Co., after giving the matter 
full consideration and discussing it thoroughly with our Soliciter I am not greatly 
concerned about the Sales on Consignment Act as a factor in our deal. 

I do think that it would be unwise to direct attention towards the_fact that 
the Western Grocers are actively engaged in the Fruit Business in British Columbia. 


(Exhibit 48) 


The confidence expressed by Mr. Staples in this letter was not shared fully by 
Western Grocers and Dominion Fruit officials, for in his reply of July 20, Mr. W. 
S. Graham stated: 


“We have had in mind the Sales on Consignment Act, and while, in B.C., it 
is considered to be a dead letter and nothing has ever been done about it, still, we 
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cannot disregard the fact that it remains on the statutes. It seems to us, however, that 
with 9,000 shares recorded in the names of Mr, Staples and/or Mr. Lander, there would 
be nothing in the set-up to make the operation of your company, in its relations with 
Western Grocers, Limited, and/or Dominion Fruit, Limited, contrary to the Act.” 


(Exhibit 48) 


Mr. Graham’s intention was to conceal the nature of this transaction so as to 
keep unknown the identity of the new shareholders in the Lander Company. 
With this letter was enclosed a cheque for $31,691.70, representing payment for 
9,186 shares at $3.45 a share. Graham proposed that 9,000 of these shares be 
registered in Staples’ or Liander’s name, or divided between them, with certi- 
ficates endorsed by either or both. The remaining 186 shares were to be 
registered in the name of Alexander McCallum. Mr. Graham was not certain 
as to the advisability of having McCallum as one of the registered shareholders, 
for in the same letter he added: 


“We are presuming that there is nothing in the proposed recording of stock, 
particularly the odd 186 shares, to which you see any objections, from your point of 
view, but if there should be just hold up the registration until you communicate 
with us further.” 


Not satisfied with this caution, Graham wrote to Staples again on the same 
day suggesting procedure to avoid showing McCallum’s holdings on the annual 
report under the Companies Act, so that the connection of Western Grocers 
Limited and Dominion Fruit Limited with Lander Company could not be 
gathered from a perusal of these returns: 


“With reference to our other letter of to-day’s date, and in particular the 186 
shares to be recorded in the name of Mr. McCallum, we believe that the return to the 
Registrar of Companies B.C. is made as of the day after your Annual General 
Meeting, whichever that happens to be. In other words, only in one day in each 
twelve months does the Registrar of Companies get the names of your shareholders. 
Therefore, to keep even Mr. McCallum’s name out of your shareholders’ register, we 
have figured that, while the stock might stand in his name for 364 days in the year, 
on the 365th one, (the day on which you have to report) his stock could be 
transferred back into Mr. Lander’s or Mr. Staples’ name, and then, the day after you 
have made the report, transfer from Mr. Staples’ or Mr. Lander’s name into Mr. 
MecCallum’s again. This is just a stray thought, but, if it looks good to you, and is 
practicable, you can let us know, and the matter can be attended to in due course, 
for presumably you would be sending along advice of the date of your Annual Meeting 
in good time before it is held, so that a trade-out and trade-back again could be 
handled easily. 

If our suggestion looks alright to you, it would seem that Messrs. Staples and 
Lander should provide an undertaking by letter that, notwithstanding the provisions 
of your Articles of Association, they, as directors and shareholders, would see to it 
that the stock was again registered in Mr. McCallum’s name. The point is that, on the 
365th day, Mr. McCallum would no longer be a member of the company, and, if the 
provisions of your Articles were lived up to 100 per cent, your company could object, 
and prevent his becoming a member again, and we would naturally like to have 
protection by obtaining the undertaking of the gentlemen named, to guard against 
anyone raising technicalities.” ; (Exhibit 48) 


Mr. Staples, however, was not impressed by Graham’s anxiety over registration 
and, writing to Graham on July 238, he outlined a proposed disposition of the 
shares: 


“T have received your cheque No. 735 for $31,691.70, which I am holding in 
escrow, and with which I am to purchase for you 9,186 shares of the Lander Co. Ltd. 
representing exactly Fifty per cent of their issued Capital Stock. 186 of these Shares 
are to be issued in the name of Alexander McCallum, and 9,000 shares are to be 
issued in the name of R. B. Staples endorsed in blank and accompanied by documents 
properly safeguarding the Western Grocers Ltd. so that their ownership of these 
Shares is of the same effect as tho they were registered in the name of the Western 
Grocers Ltd., or of the Dominion Fruit Co. Ltd. 

I have read both your letters dated July 20th, and I agree with what you have to 
say. However, I see no reason why Mr. McCallum should not appear as the holder of 
186 shares in our Company, and that these Shares should be treated and registered 
in the regular way.” (Exhibit 48) 
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Graham thereupon replied to Staples, warning him that Western Grocers Limited 
were not to be regarded as a direct party to this transaction: 


“This will acknowledge your of the 23rd. Just in case there might be any 
misunderstanding, which might affect any documents you are drawing, may we say 
that, officially, Western Grocers, Limited, are not in the picture. While all your 
correspondence has been addressed to us, the investment in your shares is being made 
by Dominion Fruit, Limited, who will be the actual owners of the 9,186 shares.” 


(Exhibit 48) 


The investment thus was made by or on behalf of Western Grocers’ subsidiary 
company, Dominion Fruit Limited. A final letter from Graham suggested special 
arrangements for the 186 McCallum shares: 


“This will acknowledge receipt of your letter of the 31st, together with share 
certificates covering 9,186 shares of your company’s stock, also a declaration of trust 
in connection therewith. 

Believe there is just one point overlooked, that mentioned in the last two 
paragraphs of the first page of ours of July 20th. We would like an undertaking, 
signed by Messrs. Staples and Lander, notwithstanding the provisions of your Articles 
of Association, that they, as directors and shareholders, will raise no objections, and 
will see that your company raises no objections, to having all or any part of the 9,186 
shares Dominion Fruit, Limited, now owns being registered in the name of Mr. 
McCallum, or any other nominee of the Company, 

Your Articles give your company, in effect, a sort of perpetual option, and while 
Mr. McCallum is now a stockholder, he may not always be here, and Dominion Fruit, 
Limited, may, some day, require that the 186 shares, or the 9,000 for that matter, be 
put in the name of some other nominee, and, as your Articles now stand, your company 
could hold us up on that, if anybody desired to be technical. 

Therefore, as we want to protect Dominion Fruit Limited’s investment—indeed 
we have to, to satisfy our directors—we would like an undertaking, signed by Mr. 
Staples and Mr. Lander as stated, that, as stockholders and directors of Lander Co. 
Limited, they will see to it that all or any part of the 9,186 shares, which Dominion 
Fruit, Limited, now own, will be, upon request of such owner, recorded in the name 
of any nominee whom Dominion Fruit, Limited, may select.” (Exhibit 48) 


Staples and Lander supplied this undertaking to Dominion Fruit Limited on 
August 10, 1936, as follows: 


“We undertake as Directors and Shareholders of above Company that notwith- 
standing any provisions contained in the Articles of Association of the Company we 
will not as Directors or Shareholders place any obstacle in the way of the registration 
of the 9,186 shares in the above Company, recently transferred to Dominion Fruit, 
Limited, in the name of that company or of Mr. McCallum or any other nominee of 
your company.” 


In an accompanying letter Staples made a further suggestion as to the disposal of 
shares by the three shareholders in Lander Company Limited: 

“As you request we attach an Agreement which meets the requirements of your 
letter of August 4th. We quite understand your viewpoint and no further discussion 
is necessary. We would appreciate your bringing to the attention of your Principals 
this thought which occurs to us: ‘None of the present. three Shareholders of the Lander 
Co. Ltd. should dispose of their Shares in that Company without consulting the other 
two.” (Exhibit 48) 


The dominant note throughout the foregoing correspondence showing the 
arrangements made for the holding of the Lander company stock may accurately 
be said to be the uncertainty of the parties as to the legality of their actions 
under British Columbia law, combined with the unmistakable desire of Western 
Grocers Limited for secrecy both as to the arrangements as a whole and in 
respect to the actual registration of the shares. 


(b) Purposes of the Investment 

The object of the purchase of the Lander Company Limited stock by 
Western Grocers’ subsidiary company, Dominion Fruit Limited, was stated to 
have been the desire to obtain a definite source of supply of British Columbia 
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fruits and vegetables, so as to complete its chain in the distribution of these 
products from producer to consumer. In reply to a question regarding the 
advantages which Western Grocers Limited would derive by obtaining an interest 
in a shipping organization, Mr. Riley stated: 

“What I had in mind was this, being heavy buyers of British Columbia stuff, if we 
were to find ourselves in unfriendly hands it could easily be the case, if things were 
very well tied up with Associated, who contro] their own brokerage offices throughout 
the country, that we could be pretty well hung up for supplies. We might be put in 
a disadvantageous position through our source of supply getting into unfriendly 
hands and that is what I was afraid of.” (Evidence, p. 4137) 


Mr. McCallum, superintendent of Dominion Fruit Limited, indicated the purpose 
of the investment as follows: 

“Tt was for the purpose, I think, of putting ourselves in a position to be in the 

shipping business in British Columbia. It was so that we might be assured of 

supplies.” (Evidence, p. 4220) 


Mr. Staples explained his view of Western Grocers’ object as follows: 


“Q. From the point of view of Western Grocers, they were concerned about their 
source of supply, were they not?—A. Undoubtedly. 

Q. And an investment by them gave them, shall we call it again, insurance in 
respect to that source of supply, is that so?—A.I would hardly think so; they are 
very large buyers in British Columbia and it is not my business to speculate on what 
Western Grocers were thinking. You could find that out, they will tell you. I do 
think they might have thought, when they were about it, that it was an advantage to 
them that 100 per cent of their supply should not fall into unfriendly hands. Such a 
thing could happen to a concern of their size, and if it did they would be at some 
disadvantage. I hardly think that they looked upon us as a source of supply beyond 
the fact that they were building up a business, that they were entering into a business 
through which they could look for all their supplies.” (Evidence, pp. 1497-8) 


Thus while Staples was concerned about any possible threat to the continuity 
of his outlet through the Western Grocers organization, the latter claim that they 
were seeking a steady source of supply. This could not, however, have been the 
only reason. The evidence, as already indicated, showed that Mr. Riley was not 
satisfied with the discounts allowed his company and was considering a cash 
buyer. He considered he was giving to British Columbia a great deal of business 
which was not properly appreciated. This does not indicate apprehension con- 
cerning sources of supplies, nor do the records of British Columbia fruit 
production indicate that any large jobber need have doubted the availability 
of supplies. The source which was selected—Lander Company Limited, and 
through it Sales Service Limited—controlled about twenty per cent of total fruit 
shipments from the British Columbia Fruit Board districts. On the other hand 
Western Grocers’ and Dominion Fruit’s requirements of British Columbia fruit 
amounted to approximately forty per cent of the total British Columbia supplies 
to the three prairie provinces. With occasional exceptions, Western Grocers 
and Dominion Fruit received the largest single share of their British Columbia 
fruits from Associated Growers, as shown in Table 22. 

The real motive prompting the investment appears to have been to enlarge 
the area of control over the distribution of fruit supplies passing through Western 
Grocers and Dominion Fruit branch houses. In the case of British Columbia 
fruit and vegetables, there had been no control by Western Grocers Limited over 
sources of supply. To add the final link in the distribution chain from producer 
to consumer, this company sought control of shipping organizations in the 
Okanagan Valley. The desire to have its interests touch every phase of the 
marketing of British Columbia fruits and vegetables seems to have been the 
dominant purpose of the investment in Lander Company Limited by Dominion 
Fruit Limited. 
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(c) Relation of the Investment to the Agency Duties of the Okanagan fruit 
shipper 


It is difficult to see how the relationship between Dominion Fruit and the 
Lander company—that is, between jobber and shipper—can be reconciled with 
the fact that the shipper is the servant or agent of the grower, charged with the 
legal and moral duty of representing the grower’s interests in dealing with the 
jobber. Contracts executed between growers and shippers are contracts of agency 
under which goods are consigned by grower-principals to shipper-agents and are 
sold by the latter, who return the proceeds to the growers, less certain stipulated 
deductions. The rejection of the “firm sale” method by British Columbia fruit 
growers as early as 1922 gave rise to sales by consignment. 

Duties and rights of a shipper are indicated in the following summary of 
provisions of a typical “independent” grower-shipper contract: 

(1) That the grower in question will deliver all of his fruit to the shipper named 
in the contract; 

(2) That certain stipulated deductions are to be made after sale by the shipper, 
among which are certain specific items listed in ‘the conditions to which the grower 
is supposed to subscribe, and which conditions are usually enumerated on the back of 
the contract; 

(3) That the shipper will “ship and market such fruit to the best of the ability 
of the company”; 

(4) That the shipper has authority to pool consignments by grower-principals; 

(5) That the shipper shall have a lien on the grower’s consignment to the extent 
of all sums owing by the grower to the company under this agreement; 

(6) That the contract continues in force if the grower continues to be indebted 
to the shipper.® 


In executing the contract, the shipper is bound by well established rules which 
determine the incidence of rights and duties as between principal and agent. 
The most important of these is the concept of the agent’s loyalty to his trust and 
to his principal, a loyalty that must not be compromised by interests or duties 
antagonistic to those of the principal whom the agent represents. 

In the investment made by Dominion Fruit Limited in the Lander Company 
Limited, such a conflict does exist on two points; first, on the principle that the 
agent must assume no relations with interests antagonistic to those of his 
principal; and second, that, having entered into the relationship involved in this 
investment, it became the duty of the agent at once to inform all his grower- 
principals of his new status. 

The interest of a jobber who buys fruits and vegetables from a shipper is 
adverse to that of the grower whose products are being bought. If the jobber 
has a substantial interest in the shipper, the shipper cannot be expected to 
exercise independent control as an agent for his grower-principal; he is placed 
in a position of having conflicting responsibilities, 

Such considerations were emphasized strongly in the report under the 
Combines Investigation Act in 1925 on thé Nash jobber-broker combine, and in 
Mr. Justice McDonald’s charge to the jury in the trial which followed. Following 
the investigation and the convictions in that case the British Columbia 
Legislature passed the Sales on Consignment Act in 1927. Section 27 of that 
Act specifically prohibits any mercantile agent from carrying on business in the 
province if the major or substantial portion of such agent’s shares is held by 
a fruit or vegetable jobber, and prohibits sales by any mercantile agent to a 
corporation that owns or controls such agent or to a member of a group of 
organizations or corporations to which such agent belongs.* Both Mr. Riley 
and Mr. Graham of Western Grocers Limited had been concerned about this 
provision. The investment nevertheless was made. 

6 From grower-shipper contract of Occidental Fruit Company, Limited, Kelowna, B.C. 


(Exhibit 11). 
*See footnote, page 52. 
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Counsel for Western Grocers Limited argued that 


“ ., there is no agency relationship between any grower and Lander Company, nor 
between any grower and Sales Service, Limited. Sales Service merely distributes 
orders. Ali decisions in regard to each individual order are made by the shipping 
house concerned, and in some cases by the actual grower himself.” 


Strictly speaking, Lander Company Limited is not now a grower-agent. It was 
such an agent, however, until March, 1937, when it ceased to be a merchandising 
organization and became a holding company. From July, 1936, until March, 
1937, it did have grower relations while 50 per cent of its shares were held on 
behalf of Dominion Fruit Limited. Moreover, while Sales Service Limited may 
have no direct grower relations, it is a selling agent for all its shipper members, 
and to the extent that such shipper members have the authority to delegate their 
selling duties, Sales Service Limited becomes the shipper’s agent and thus sub- 
agent for the grower-principal. The fact that Sales Service Limited, as well 
as four shippers, are controlled financially by Lander Company Limited, which 
in turn is subject to a 50 per cent share interest held by a fruit jobber, gives to 
Sales Service Limited and these shippers an interest adverse to their basic duty 
to grower-principals. 


3. EFFECTS OF THE JOBBER INVESTMENT IN LANDER Company LimitTep 


No evidence has been secured which would show that the jobber investment 
in the Lander company encouraged sales by Sales Service Limited to Western 
Grocers or Dominion Fruit at prices less than those generally prevailing f.o.b. 
the Okanagan Valley and adjacent districts, although allegations were made to 


* Section 27 of the British Columbia Sales on Consignment Act is as follows: 


“97. (1) So far as the legislative authority of this Province extends, no corporation 
authorized to carry on the business of mercantile agent, the major or a substantial 
portion of whose shares is held :— 


(a) By or on behalf of any person or persons, shareholders in any corporation 
carrying on within or without the Province a wholesale or jobbing business 
in products; or 

(6) By or on behalf of any person, partnership, or corporation or group of 
corporations carrying on within or without the Province a wholesale or 
jobbing business in products; or 

(c) By or on behalf of any partnership or corporation which is part of, or a 
member of, or belongs to a group or organization of partnerships or corpora- 
tions carrying on within or without the Province a wholesale or jobbing 
business in products,— 

shall carry on the business of mercantile agent in the Province; and no corporation 
authorized to carry on the business of mercantile agent, which is part of, or a member 
of, or belongs to a group or organization of partnerships or corporations, or both, 
carrying on within or without the Province a wholesale or jobbing business in products, 
shall carry on the business of mercantile agent in the Province. 

(2) No mercantile agent shall sell, consign, or otherwise dispose of the products 
of his principal to:— 

(a) Any partnership or corporation which is substantially owned, operated, or 
controlled by the same person or group or class of persons, or organization, 
as substantially owns, operates, or controls the mercantile agent: 

(b) Any partnership or corporation which is part of, or a member of, or belongs 
to any group or organization of partnerships or corporations, or both, to which 
the mercantile agent belongs or of which the mercantile agent is a member or 
part. 

(3) The Supreme Court shall have such jurisdiction as may be necessary to give 
effect to the provisions of this section, and in addition to any other relief may, on 
the summary application of the Attorney-General order the dissolution of any corpora- 
tion incorporated under the laws of the Province which contravenes any provision 
of this Act, or order the cancellation of the registration of any corporation which 
. registered under the ‘Companies Act’ which contravenes any provision of this 
Act. 

(4) Every mercantile agent contravening the provisions of this section shall be 
guilty of an offence against this Act.” 


ALLEGED COMBINE OF JOBBERS AND SHIPPERS 53 


this effect. It appears from records examined that Sales Service has at times 
pressed for a lower price structure in the sale of certain fruits to prairie jobbers, 
and has co-operated with Western Grocers and Dominion Fruit branch house 
managers in prairie cities where independent or other competition was most 
active. 


(a) Floor Stock Protection 


-Floor stock protection is the practice, commonly used by British Columbia 
fruit shippers and prairie jobbers, whereby a shipper compensates the jobber for 
a drop in the price of such recently purchased stocks of fruits and vegetables as 
remain unsold on the jobber’s floor at the time of a general or specific price 
decline. This practice has been extended, under the same name, to rebates for 
price reductions upon fruits and vegetables sold and shipped to the jobber but 
not delivered. The amounts so paid are deducted from the returns to the grower. 
The jobber is protected against a sharp price decline, but the grower has no 
corresponding privilege of an additional return where there is a sharp rise in 
prices after sale. On this situation A. K. Loyd, president of the British Colum- 
bia Fruit Growers Association, said in evidence. 


“The shipper takes no risk, and the buyer takes no risk. He buys and the man 
that. is taking the risk from beginning to end is the grower, and of course the grower 
pays for it.” (Evidence, p. 462) 


The number of growers ready to sell and the few jobbers in the market to 
buy is the basic. explanation of the practice. It develops when jobbers show 
reluctance to purchase products subject to rapid and frequent price changes, 
and when growers or shippers believe that a surplus compels them to use such 
measures to encourage large and uninterrupted purchases. Conflicting opinions 
as to the,necessity or desirability of the practice have been given by many 
witnesses—growers, shippers, brokers and jobbers—in the Okanagan Valley 
and on the prairies. The consensus of opinion mong growers, shippers and 
brokers who gave evidence appears to be that, as a general practice, floor stock 
protection is undesirable and unjustifiable, but that under some circumstances 
the interests of the growers themselves are best served by its application. One 
grower who has also had wide experience in the jobbing business suggested that 
a jobber who in certain market conditions would not risk taking more than a 
couple of hundred cases of Wealthy apples in a car might easily be talked into 
taking a whole car if he knew that he would get protection. Another thoroughly 
practical attitude was expressed by a shipper who gave an example of several 
ears of apples shipped at $1.00 a box. If the apples were not moving from the 
jobber’s warehouse on the basis of that price and other apples were waiting to 
come on the market the best thing to do in the grower’s interests, he considered, 
would be to drop the price, say to 80 cents. 

On commodities such as tomatoes, on which it is next to impossible at 
certain seasons to set in advance prices that are likely to hold, many growers 
would concede that jobbers are entitled to protection against a sudden drop in 
price. The prairie broker, representing the grower’s interests, may or may not 
be able to hold out against a vigorous jobber demand for such protection. One 
shipper expressed doubt on this point when questioned as to whether he con- 
sidered floor stock protection a desirable policy. He said: 

“A. No, it can be very badly overdone. In this way: the broker, as a rule, derives 
his livelihood from the orders he gets from the jobber. He is supposed to represent 
the shipper but in most cases I would say he largely represents the jobber because, 
as I say, he derives his livelihood from the orders he gets and he can’t be too severe 
on the jobber, otherwise the jobber would cut him off from his orders. Well, it is a 
very easy matter for the jobber to claim on floor stocks and merely advise the broker 
he has so much on hand. They, in many cases—and in most cases, I would say—check 
it but in some cases it is not checked and a man could very readily get away with a 
floor claim and have no fruit on the floor.” (Evidence, p. 1081) 
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The injury to growers’ interests is obvious if, in establishing a floor stock 
protection policy, the broker were controlled directly by the jobber, as the Nash 
brokerage houses were controlled in the early twenties. The broker then would 
be only too ready to yield to the demands of the jobber. If shippers were 
similarly controlled, the damage to growers would probably be even more 
serious. This is one possibility that is feared through the relationship of 
Western Grocers as jobbers and Sales Service as shippers; specifically the danger 
that the shipper would grant protection too freely, at the grower’s expense, and 
that other shippers would have to be equally generous with their growers’ funds 
in dealing with these and other jobbers. 

Mr. Staples had expressed himself in correspondence, even before Western 
Grocers became financially interested in his shipping company in 19386, as 
opposed to the policy of floor stock protection. He said in evidence: 


“A. ...We have always opposed it because it is a miserable thing to handle, you 
do not know whether they ‘have the stocks there or whether they haven’t them there. 
Finally, it is a nice thing, when you make a sale to know that it is going to stick and 
that your records are correct. However, it has been given by ourselves.” 

(Evidence, p. 1548) 

“Q. ...Now, you said yesterday that you did not like the policy of floor stock 
protection; is it not a fact that you are compelled to give it in many instances?— 
A. It is a fact that we have given it in many instances. 

Q. Notwithstanding the fact that you dislike it and you think it is an improper 
situation, is that a fair statement?—A. I would not go to that extent and say it is 
absolutely improper. However, it seems to me that when a car of stuff is bought, it 
ought to stay bought. On the other hand, an arbitrary reduction in price undoubtedly 
injures the purchaser who purchases in good faith.” (Evidence, p. 1619) 


Mr. Staples claimed that the actual amounts paid out by Sales Service Limited 
or its members for floor stock protection did not increase after the investment 
in Lander Company Limited. While the investment may not have substantially 
affected floor stock protection policies there seems little doubt that the close 
relations between Sales Service and Western Grocers predisposed Sales Service 
toward demands for “protection” by Western Grocers and Dominion Fruit 
branch houses. 


(b) Condition Claims and “Policy” Claims 


Condition claims are claims by jobbers against shippers for alleged ~ 
deterioration or damage to fruit and vegetables before they reach the pur- 
chaser. They include claims because of inferior quality or grades, or because 
of the “breakdown” of fruit after its arrival, and frequently after its sale to 
retailers, due to conditions of advanced ripeness at the time of sale and ship- 
ment. ‘Policy” claims are condition claims which a shipper considers it 
good policy to meet in order to retain the jobber’s goodwill even though the 
shipper may doubt the validity of the claims. Unless an accurate check is 
made of a jobber’s claim that a shipment was not in proper condition, the 
shipper may be exposed to improper exactions. The practice of demanding 
heavy allowances for alleged deterioration was disclosed in the fruit inquiry 
in 1925, and the condition was improved by the breakup of the jobber-broker 
combine. Growers and shippers may now look to independent brokers, and to 
the local fruit inspectors of the Dominion Department of Agriculture, to 
challenge or confirm the claims made by jobbers. 

Although these claims have declined in recent years, both in frequency and 
amount, they continue to exist and to characterize most shipper-jobber rela- 
tions. KE. J. Chambers of Associated Growers, and others, have insisted how- 
ever that condition claims do not amount to any considerable percentage of 
total sales. Mr. Chambers said: “Our claims have never been excessive, we 
fight them hard.”” Independent brokers in Winnipeg also suggested that while 
condition claims may have been a serious and questionable practice in the 
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Nash organization, they have ceased to be important. Other independent 
operators, and major branch house managers in Winnipeg, Regina, Saska- 
toon, Edmonton and Calgary, maintained that condition claims, while preva- 
lent, are no longer a considerable item in jobber-shipper transactions. 


The validity of a condition claim is usually checked for a shipper by his 
broker, or may be checked by a Dominion government fruit inspector, who 
examines the goods on which the claim is based. It has been suggested that, 
if all sales were made f.o.b. the Okanagan Valley on a “cash acceptance 
basis,’ condition claims would not be made. A real difficulty is that this 
method might not be conducive to maximum purchases for the prairies, since 
buyers having to pay cash against documents would purchase only minimum 
requirements. 


_ The general attitude of Sales Service Limited toward condition and policy 
claims is stated by Mr. Staples to be the same as on floor stock protection: the 
company has opposed them and Mr. Staples has insisted that no change 
occurred in the company’s stand on this matter after the investment by Dom- 
inion Fruit. An examination of records of the company from 1934 to 1938 
showed that most of the condition and policy claims were paid on soft fruits, 
which are susceptible to deterioration in transit and therefore give rise to more 
condition claims than other fruits such as apples. The management of Sales 
Service Limited has attempted to test the accuracy of claims and has made 
efforts toward having them reduced even to Western Grocers and Dominion 
Fruit branch houses. Significant, however, is the following statement made in 
a letter of March 30, 1937, to Mr. McCallum in which Mr. Staples states, in 
referring to a condition claim for $293 made by the Sterling Fruit Company of 
Winnipeg, a Dominion Fruit Limited house, that already that year his com- 
pany had paid Western Grocers-Dominion Fruit houses $1,500 in policy claims: 

“One way we could handle this claim would be to treat it as a policy claim and 
hand the Sterling Fruit Co. $293 out of Sales Service funds. You should understand 
that our policy claims are claims which, for one reason or another, it is impossible 
for us to make the shipper pay. Now already this year we have paid to your houses 
something like $1,500 in policy claims. It doesn’t sound very much but we have finally 
put our foot down largely because somewhere we must give full consideration to the 
fact that a very large Shareholder in our Company is paying half of these claims 
and without being consulted.” (Exhibit 73) 


It is difficult to indicate the extent to which the corporate relations between 
Dominion Fruit and Lander Company have influenced Sales Service decisions 
in such maters. These relations encourage Sales Service to give a maximum of 
attention to such claims and to yield at points where, if the parties were inde- 
pendent of each other, the claims might be refused. The difficulty was expressed 
by E. J. Chambers, when he stated his view of the effect of a jobber investment 
on a shipping organization :— 

“Q. If you were controlled by Consolidated Fruit Company or the Consolidated 

Fruit Company had an interest in your business, you would be more likely to meet 

claims?—A. Very much more; we had that experience this year when the Edmonton 
jobbers decided to go past the brokers and buy direct. We ran into two or three very 
heavy claims. I do not know whether you noticed the letter on file there or not, but 

I have a very strong letter to Stockton on claims. I simply told him we were not 

going to argue any longer on it and we would simply take it out of his discount. 
Q. If Stockton were your boss, you might not write such a strong letter?—A. I do 


not think I would. 
Q. Or if Stockton were a business associate of yours and had an interest in your 
business?—A. It would be a different situation, naturally.” (Evidence, pp. 1789-90) 


(c) Quantity Discounts 

Discounts for quantity buying are well known in almost every large indus- 
try where large-scale buying occurs. Unit costs are ordinarily lower in selling 
large quantities than in selling small quantities, and the large buyer is considered 
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entitled to share in these savings. Large buyers also usually conduct extensive 
enterprises with substantial cash and credit resources, and are therefore often 
likely to be better credit risks than smaller purchasers. 

In the sale and distribution of Okanagan fruits and vegetables in Western 
Canada, discounts, rebates, “ blow-backs” and other devices have, for many 
years, been paid by shippers to “encourage” jobber purchases. No generally 
formalized discount method developed before 1930. Informal rebates of all kinds 
were given, but these had no direct relation to an actual number of cars bought 
by any jobber, nor were they estimated upon a per car basis, with a graduated 
rate according to the total number of cars purchased. The first attempt at a 
regular discount system appeared in 1929-30. Counsel for Western Grocers 
Limited has incorporated in his argument the following brief statement of the 
development :— 


“At a special joint meeting of the directors of B.C. Growers and Shippers 
Federation and the Committee of Direction held on the 2nd September, 1929, it was 
resolved to grant a discount not to exceed 3 per cent to wholesalers who maintain 
travellers, etc. ... The matter was referred to and a similar recommendation made 
by the Chairman (Mr. Carruthers) of the Shippers Federation on 31st March, 1939. 
Shippers Federation passed a resolution 3rd July, 1929, to the Interior Committees that 
the discount be increased to 5 per cent.” 


It has been suggested that the decision to hold the meeting in Winnipeg in 
1933, attended by Messrs. Riley, Stockton, Chambers, Staples and McGuire, was 
prompted by a resolution of the British Columbia Growers and _ shippers 
Federation made early in 1933. This meeting arrived at no official agreement 
to institute a discount on sales to any of the major jobbers. But arrangements 
were made privately for discounts to be paid by Sales Service, Associated Growers, 
and others, as is evidenced by the fact that discounts amounting to over $13,000 
were paid in that year to Western Grocers Limited and Dominion Fruit Limited. 


The 1983-34 arrangements for discounts were renewed in the summer of 
1934, with an increase from $20 to $22.50 per car. At the same time Sales 
Service made a direct deal with the Western Grocers organization whereby 
brokers were not to be employed for that season. The nature of these arrange- 
ments, and the occasion for their revision later in the season, are explained by 
R. B. Staples in a circular to all Sales Service members, issued on November 
22,. 1984: 


“We made arrangements with the Management of the Western Grocers Ltd. 
and the Dominion Fruit Ltd. early this season whereby we agreed that, in the event 
of their total purchases exceeding 600 cars, we were to allow a discount of $22.50 per 
car, being equivalent to a Quantity Purchase Discount of approximately 3 per cent. 

We were able to pay this discount without additional expense to our shippers by 
reason of the fact that we did not employ Brokers this season. Recently the Board 
of Control decided to charge brokerage to the Pools, making it no longer possible 
for Sales Service to take care of this discount to the Western out of our charges. At 
the same time the Board requested us to discontinue this discount arrangement with 
the Western. We pointed out that the deal was one which had been made before the 
Board came into existence, and stated we would make every effort to secure the 
consent of the Western to the Cancellation of the arrangement. 

The Western Grocers Ltd. gave their consent provided all arrangements of a 
similar character were discontinued, and referred particularly to arrangements which, 
they believe, existed as between the Consolidated Fruit Co. and the Associated 
Growers. Your Manager has had two or three talks with Mr. Chambers on the 
subject—Both Mr. Chambers and myself are of the opinion that the Western 
Grocers Ltd. and the Consolidated Fruit Co. are entitled to some consideration due 
to the fact that apparently consideration is being given in the form of price con- 
cessions to various small Jobbers throughout the Prairie and in British Columbia. 

It has been decided, therefore, not to discontinue the giving of this Quantity 
Purchase Discount, and both the Associated Growers and ourselves will continue to 
allow a Quantity Purchase Discount of $20 per car to the Western Grocers Ltd., 
the Dominion Fruit Ltd. and the Consolidated Fruit Co. Ltd. 
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The Western Grocers have requested that this discount be not paid to th 
mdividual houses, but that it be paid to the Head Office in Wie we ae 


requested, therefore, not to show this discount on the original invoice which goes to 
the Jobber. 


In order to connect up your invoices with the above deal we are enclosing a rubber 
stamp which we want you to use on all invoices made out to Dominion and Western 
Houses. In order that no mistake be made we are again attaching list of these houses 
Confine use of this stamp to the houses on this list. ; 


SALES SERVICE LIMITED, 


R. B. Srarres, 
Manager.” 


(Exhibit 49) 


_ The creation of the British Columbia Tree Fruit Board in August, 1934, led 
in the following spring to an agreement by large Okanagan shippers to discon- 
tinue such discounts and to abide by Fruit Board prices, without payment of any 
rebates to jobbers. In reporting this arrangement to Mr. McCallum of Domin- 
ion Fruit, Mr. Staples said: 

“We have been working for the last three months, if not longer under a price 
structure which was too high. All advances made to the Board to secure re-adjust- 
ment have had the same result, namely no result at all. Finally the Board came to 
Sales Service and the Associated and said that if we would give our word to adhere 
to the new price structure, no rebates and no evasions of any kind, they would consent 
to adjustment of prices. The Board felt that with the Cartel percentages operating 
there would be no difficulty in holding all the smaller shippers who at any given time 
would probably be unable to ship more than one car in any case. We consented to 
this bargain with the Board, and letters have gone out to-day signed by ourselves and 
the Associated, which indicate our intention to keep the faith.” 


(Exhibit 64) 
Dominion Fruit accepted the new conditions, but with reluctance. 

No further arrangements for quantity discounts appear between the Western 
Grocers organization and Sales Service, together with Associated Growers, until 
the Winnipeg meeting in May, 1936, attended by Messrs. Riley, McCallum, 
Staples and Chambers. It was agreed then that $20 per car should be paid on 
all cars shipped by these two organizations to Western Grocers and Dominion 
Fruit branch houses, if the total purchases exceeded 200 cars from each of Sales 
Service and Associated. Since the Western Grocers-Dominion Fruit organization 
had not bought less than 500 cars of apples from either since 1934, fulfilment of 
this provision was undoubted. In the course of these Winnipeg negotiations 
Mr. Riley had asked for a larger discount than $20 per car, but finally accepted 
this amount. Directions were given by Western Grocers to pay the discount 
directly to head office and not to the branches. It was agreed that the same 
discount was to apply also to any deal with Consolidated Fruit Company 
Limited. Mr. Chambers has explained this: 


“Q. How did it come about that Stockton was included in these two quantity 
discount arrangements which were made by you with Riley?—A. Any arrangements 
which we have ever made with Riley have always applied to the Consolidated Fruit 
Company because the two organizations are in some ways somewhat similar. They 
are the most important organizations, and one organization linked to Associated 
Growers is not a sufficient avenue of distribution. Even if we had 100 per cent of 
their business, it would not be sufficient to take care of our distribution.” 


(Evidence, p. 1709) 


The 1936 discount arrangements were secret and were not communicated to other 
shippers nor to the growers shipping through such organizations, although doubt- 
less they became known to many of the locals of Associated Growers and to 
-several of Sales Service shipping members. They came into force almost at the 
time negotations had been completed between Messrs. Staples and Riley for the 
investment in Lander Company Limited. 
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In August of the following year, 1937, R. B. Staples voluntarily offered 
to continue the discount arrangement with Western Grocers-Dominion Fruit. 
It was continued until December 7, 1937, when the institution of the “one 
desk” deal by the British Columbia Fruit Board led to cancellation of the 
discounts by Associated and Sales Service. Both Consolidated Fruit and the 
Western Grocers-Dominion Fruit organization were affected by the cancellation 
and protested against it. The Board on February 14, 1988, authorized the 
restoration of quantity discounts as a measure to encourage the major jobbers 
to increase their selling efforts. Accordingly Associated and Sales Service 
commenced payments again. Western Grocers insisted, however, that payments 
be made retroactive to December 7, 1937, despite the fact that the Board had 
taken over the marketing of the crop during that period and thus altered the 
character of previous shipper-jobber relations. Mr. Staples readily agreed 
to pay discounts for the period in question, but this was not matched by Mr. 
Chambers, who refused outright to pay them. It should be pointed out that, 
according to L. R. Stephens, secretary of Sales Service Limited, these discounts, 
amounting to $760.00, came out of Sales Service funds and not from their 
clients.7 Consolidated Fruit which was purchasing the bulk of its supplies 
from Associated, was not allowed these back discounts, and did not become 
aware of its loss for this period until July of 1938. 

Staples and Chambers met in Kelowna in June, 1988, to discuss the 
renewal or continuation of the quantity discount to the Western Grocers 
organization and invited Mr. McCallum of Dominion Fruit to visit the Okanagan 
to complete the arrangements. At a meeting in the office of Sales Service 
Limited later in June, attended by Messrs. Staples, Chambers McCallum and 
McNair, details were completed for discounts to be paid during the 1938-39 
crop season. These were incorporated in the following memorandum prepared 
by Mr. Staples and dated June 28, 1938, copies of which were given to Mr. 
Chambers and Mr. McCallum: 


“A Quantity Purchase Discount will be paid to all purchasers of fruits and 
vegetables whose combined purchases, from the Associated Growers and ourselves, 
amount to two hundred (200) carloads or over of the 19388 crop. This discount 
was discussed by the officials of the Associated Growers, ourselves and Mr. McCallum 
in the Sales Service office on June 27th, 1938. 

Included in the conversation was an understanding as between Sales Service and 
the Associated Growers to maintain an even flow of their respective tonnages, Mr. 
Chambers and Mr. McNair consenting to the further understanding in this connection 
that they should approach the Consolidated Fruit Co. Ltd., and possibly Macdonalds 
Consolidated Ltd., for the purpose of securing their buying support to Sales Service 
and the Associated Growers tonnage. 

It was agreed that no discount would be paid on mixed cars of soft fruit, 
vegetables and apples, and the following schedule was set up: 

$25.00 discount per car, on cars containing one or more of the following com- 

Ey PEACHES, PLUMS, APRICOTS, ANY OTHER STONE FRUIT, 
$25.00 discount on STRAIGHT CARS OF CELERY. 

$25.00 discount on cars containing one or more of the following commodities, 

TOMATOES, CUCUMBERS. 
$20.00 discount on cars containing one or more of the following commodities, 
APPLES, CRAB APPLES AND PEARS. 

$17.50 discount on cars containing mixed VEGETABLES. 

NO DISCOUNT will be allowed where any of the above five divisions are 

mixed in the same car. 

Method of payment:—Can be arranged according to the wishes of the various 

purchasers, and to suit the ideas of Sales Service Ltd. and the Associated 


Growers Ltd.” (Exhibit 69) 


Up to 1938 these discount arrangements had been concealed by Western 
Grocers from most if not all of the branch house managers. The 1938 “deal” 


7 Evidence, L. R. Stephens, pp. 1815-1816. 
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was made known to the Western Grocers and Dominion Fruit branch houses, 
and they were given strict instructions to place their orders with Sales Service 
and Associated Growers, and with the J. B. Lander Company of Kamloops. 
Purchases from the J. B. Lander Company were to be made direct and the 
branch houses were to receive earnings from these purchases on a direct basis. 
Mr. McCallum of Western Grocers viewed this graduated scale of discounts 
with $25.00 maximum on straight cars of stone fruits as a more satisfactory 
deal than that of 1936 and 1937, when $20.00 was paid on all cars irrespective 
of contents. He made his preference known to H. R. Smith, supervisor of 
Consolidated Fruit Company Limited, Winnipeg, who in turn reported to his 
head office on July 13. 


“McCallum was of the opinion that his new arrangement would give him more 
than he received for the past season. I gather that it is $5.00 per car more on 
straight cars, the same on mixtures and less on vegetables. I could not quite 
see his point, but he seemed happy to think that he had put something over, and 
he said that it was their fault if they did not realize that most of the vegetable 
shipping was over. He claimed that from now on he will have a greater number 
of cars with the increased brokerage than he will have with the reduced amount.” 


(Exhibit 164) 


Shortly afterwards it appeared that a large number of mixed cars would be 
shipped to the prairies, on which, according to the arrangement, no discount 
would be paid. When Mr. McCallum raised this point with Mr. Staples, the 
latter volunteered” to change the discounts to $20.00 on all cars, with $25.00 
on straight cars of stone fruits. Staples’ offer to McCallum was sent by telegram 
on July 23, 1938 as follows: 


“Find jobbing houses continuing purchase mixed cars and think our present 
arrangements will prove unsatisfactory. Stop. Have talked Chambers who agrees and 
we suggest commencing Monday go back last years basis quantity purchase only 
exception suggest leave straight stonefruit at twenty-five everything else twenty. 
Stop. If your knowledge situation coincides ours please wire ourselves and Associated 
confirming this arrangement to go into effect Monday July twenty-fifth but not to 
apply on cars already shipped. Stop. These will be governed by the existing 
arrangement.” (Exhibit 69) 


To the manager of one of the Dominion Fruit houses at Calgary McCallum wrote 
on July 22: 


“Replying to yours of July 20th with reference to the British Columbia deal, 
We are going to carry on as arranged between the Associated Growers and Sales 
Service. There will be nothing for you to worry about as to what earnings you are 
going to lose as far as cars are concerned, This was all straightened out prior to 
your letter, and any commodity that they are unable to give you straight cars of, 
and they have to make up a mixed car, we will get our allowance just the same. 
You can work with Art Lander and make the best buy you can possibly make, 
but we will get a car allowance just the same. It will be up to them if they sell 
to you, so just forget thinking about this arrangement, and carry on.” 
(Exhibit 172) 


When the British Columbia Fruit Board again took over the marketing 
of the Okanagan crop, on October 11, 1938, and established a “‘one-desk deal”, 
it gave official recognition to the system of quantity discounts which for years 
had been more or less secretly in effect between certain jobbers and certain 
shipping agencies. The Board’s regulations provided for a graduated scale of 
discounts, as follows: 


“7 Discounts in respect of quantity purchases shall be allowed and paid by the 
Company as follows:— 
(a) To any purchaser who during a season purchases and pays for more than 
Fifty (50) but not more than one hundred (100) carloads of product, a 
discount of Ten ($10.00) Dollars per carload. 
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(b) To any purchaser who during a season purchases and pays for more than 
one hundred (100) but not more than two hundred (200) carloads of product, 
a discount of Fifteen ($15.00) Dollars per carload. 

(c) To any purchaser who during a season purchases and pays for more than 
two hundred (200) carloads, a discount of Twenty ($20.00) Dollars per carload. 


For the purpose of this clause a carload shall be computed as seven hundred 
and fifty (750): boxes, and the 1938-39 season shall be deemed to commence on the 
llth day of October, 1938.”8 


This formal validation of the quantity discount allowance gave the major 
jobbers the benefits of the previous rebate system and relieved them from the 
need to keep these arrangements secret. It has been alleged that the Board’s 
action was unduly favourable to the jobbers, and particularly to the major 
jobbers, and that the Board, in sanctioning such discounts instead of prohibiting 
them altogether, was directly influenced by R. B. Staples and A. C. Lander, 
whose views were said to coincide with those expressed in the Board’s resolution. 
Certainly both Staples and Lander were consulted by the Board, as were other 
shippers, but the evidence secured is not sufficient to sustain the allegation. 


Once discounts became authorized by a Board order a definite advantage 
accrued to major prairie jobbers. At the same time, the graduated scale of 
payments made it necessary -for smaller jobbers to pool their purchases of 
British Columbia supplies in order to qualify for the maximum discounts. This 
practice is particularly evident in Calgary, where independents have been 
purchasing through Louis Petrie, Limited, in order to qualify at the maximum 
rate. e 

Since 1933 Western Grocers and Dominion Fruit have received from Sales 
Service Limited and other British Columbia shippers $105,412 in quantity 
discounts, a very substantial sum when viewed as an amount over and above the 
regular profit made on purchases of British Columbia products. The following 
table sets out these discounts in detail: 


TABLE 26.—QUANTITY DISCOUNTS PAID BY BRITISH COLUMBIA SHIPPERS TO 
WESTERN GROCERS LIMITED AND DOMINION FRUIT LIMITED, 1933-1938* 


1933 1934 1935 1936 1937 1938 Total 
$ Acta: “$4 Jcts:| $y ects $ cts S$ cetsiieooasets $ cts 
ASSOC. GLOWeIs. nes eee ene 4,095 40 710 55) 2,729 11) 8,611 36) 10,707 88) 5,911 37) 32,765 67 
Sales Services. 266. eo Be 15 82} 18,729 09 940 00} 10,560 00} 11,787 01) 8,872 50) 50,904 42 
Bander Cowstdimwapane te. o,.ce2nod 60 36 - - -—| 3,283 00 
MeGillivray & Co........... 4,565 00} 4,879 85 = - = - 9,444 85 
Wmitye Hr uit litdiee eeniest 460 29 - - - - 460 29 
Okanagan Packers........... 410 86 ~ - - - - 410 86 
Cascade Pruit'Cow......-..-. 372 84 - ~ - - 372 84 
Walters litdeeee = heer oan - 374 44 - - - - 374 44 

Bees Co-op. Fruit Ex- 

chang —| 2,276 50 75-00 520 00 409 34 118 27; 3,399 11 
Long, i & Long ‘Ltd. - 215 00 - 335 00 - 366 67 916 67 
B.C. Tree Fruits Ltd.. - = - - — | 3,080 00) 3,080 00 
Motales a stiia Sian 13,142 85} 27,245 79) 3,744 11) 20,026 36] 22,904 23] 18,348 81]105,412 15 


* Statement furnished by Western Grocers Limited. (Exhibit 204). 


The underlying justification for the quantity discount, as a “ functional ” 
discount and as a premium for large buyers who are good credit risks, has 
already been mentioned. Certain special reasons for payment have operated, 
however, in the marketing of British Columbia fruits and vegetables, and in 


(E ape eat and Orders (Circular No. 109) British Columbia Fruit Board, Oct. 7, 1938 
5S, ON 
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particular in the award of discounts to Western Grocers Limited and Dominion 
Fruit Limited by Sales Service Limited. Mr. Staples and Mr. Chambers have 
both contended that it is necessary to give special concessions to the major 
jobbers in order to keep them interested in Okanagan products and to induce 
them to push their sale. The chairman of the Fruit Board, W. E. Haskins, was 
even more impressed by the necessity of “ sweetening ” the jobber by such means. 
He expressed himself as in favour of increasing, even more than doubling, the 
present quantity discount of $20 per car. W. P. Riley, of Western Grocers, 
stated that the quantity discount was justified because of the increased efforts 
which the jobbers would make to push the products. He added: 


“You know, when the profit gets down so that we can’t get our operating charges, 
we can’t push their goods and we have to go and push something else. It is a selling 
proposition and if we don’t get an adequate margin of profit to pay our expenses, we 
can’t push the Okanagan fruit. You see, from our point of view, I have never con- 
sidered that the quantity discount deal has been on an equitable basis. For instance, 
I think if somebody distributes 1,000 cars of fruit he is entitled to a bigger blowback 
than someone who distributes 500 cars, because he does more for the grower.” 

(Evidence, pp. 4161-2) 


Other arguments advanced by these and others might be briefly summarized as 
follows: 
1. The industry is burdened by an alleged surplus that must be moved, and 
discounts help to move that surplus and the whole crop. 
2. The entire industry is benefited by the Sales Service and Associated Growers 
agreement with Western Grocers-Dominion Fruit, since the agreement prevents 
Western from encouraging sharp practices by smaller shippers in soliciting shipments 


from them. 
3. Quantity discounts increase the large jobbers’ enthusiasm for the apple 
“deal” and discourage him from considering other lines to press for sales in preference 


to British Columbia products. ‘ 
4. Large scale purchases entitle a buyer to be given a premium for his quantity 


Dulyane™ woe 
5. The absence of control of prices of Okanagan products sold in the prairie 
provinces compels special arrangements to be made to offset price cutting and other 


similar practices. 
6. The major jobbers are excellent credit risks and sales to them never result in 


bad debt losses. 


The evidence presented has not successfully supported these arguments as 
justification for the quantity discount practices which have occurred. Discounts 
were paid on all fruits and vegetables, including those which could not be said 
to be surplus products. In the case of apples since 1934, the collective marketing 
system, by spreading releases and shipments, has done much to avoid market 
gluts in the prairie centres. More important still is the fact that almost every 
jobber and broker examined on the prairies in this investigation admitted that 
the fruit wholesaler required British Columbia fruits and vegetables to make up 
his turnover. Indeed, the jobber needed the British Columbia products as much 
as the British Columbia shipper required the jobber fo ran outlet. In the four 
largest prairie cities, the percentage of British Columbia purchases in relation 
to all fruits and vegetable car arrivals was 39 per cent in 1936, 44 per cent in 
1937, and 43 per cent in 1938. To argue that the Western Canada fruit jobber 
would press the sale of other products and ignore British Columbia apples in 
the process is to forget the fundamental character of fruit selling and the relatively 
consistent consumer demand for certain products, such as apples, at certain 
times of the year. 

Any claim that the quantity discounts have been allowed because of lower 
selling costs on sales to Western Grocers and Dominion Fruit ignores the fact 
that each Western Grocers and Dominion Fruit branch house purchases 
according to its needs and upon its own decision to buy; in this respect each 
branch is an “independent”. Cars are shipped individually and collections are 
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made from the branches, although in the matter of credit the financial strength 
of the whole organization is behind each transaction. The same methods are 
employed in shipments to the Western Grocers-Dominion Fruit houses as in sales 
to independent jobbers. The large quantity which Sales Service sells to Western 
Grocers and Dominion Fruit is a cumulative figure, and if 500 cars are sold in the 
course of the crop season to these houses they are sold as individual shipments, 
subject to the detailed effort made in connection with any other similar sales. 

The argument that the lack of price control among jobbers buying and 
selling Okanagan fruits and vegetables in the prairie provinces warrants special 
discounts may have some application from the point of view of the jobber con- 
cerned with varying selling prices for these supplies, but it is an unnecessary 
extension of that argument to suggest that it supports the quantity discount 
system in general. Since all jobbers now receive discounts under the British 
Columbia Fruit Board order, and since most had been receiving them even 
before that order was made, the competitive differential in favour of the jobber 
receiving these discounts no longer exists unless, of course, the amount is in- 
creased secretly. The degree to which prices are maintained f.o.b. the Okanagan 
appears to be much greater than is generally recognized. According to most 
shippers an attempt is made to keep prices in line, and individual reductions do 
not appear to be as frequent as they once may have been. 

No positive evidence has been secured to show that discounts paid to the 
Western Grocers-Dominion Fruit head office since 1933 have stimulated jobber 
sales of apples or other British Columbia products. The records examined do 
not indicate that any aggressive selling campaign was instituted when quantity 
discounts were introduced or restored, or that there was any falling off in sales 
effort when they were withdrawn. When the 1936 discount was given, pains 
were taken to see that the local branches, who did the actual selling, learned 
nothing of it. Cars of British Columbia apples sold to Western Grocers and 
Dominion Fruit show no increase in 1936-37, the year in which the quantity 
discount was restored, over 1935-36 when no such discount was paid. Instead 
a decline occurred. A smaller crop in 1936 explains the decline in part, but the 
percentage decline in the purchases made in that year by Macdonalds Consoli- 
dated, who did not receive the quantity discount, was almost the same as in the 
case of its two competitors who did receive it. After allowing for the limitations 
of such data, it appears that discounts paid since 1934-35 by Okanagan ship- 
ping agencies to the two large jobbing concerns have had little or no effect on the 
volume of their purchases of Okanagan apples. 

If the quantity discount system did little to alter the volume purchased by 
Western Grocers and Dominion Fruit it did make it more difficult for other 
‘independent shippers to sell to the Western Grocers organization. The position in 
which such shippers had been placed by the discount deal between Western 
Grocers-Dominion Fruit and both Sales Service and Associated Growers is illus- 
trated in the following extract from a letter of March 30, 1937, from J. E. 
Montague, an Okanagan shipper, to the Grant Distributing Company, a Win- 
nipeg brokerage house:— 

“Tf the Associated Growers and the Sales Service continue their practice of making 

a head office rebate to Stockton and McCallum, the only way that we will be able 

to get business from Nash and Western, or from the Stockton Houses is by being 

competitive. We would not think of this or worry about it if we felt sure that 

Macdonalds were going to be able to handle our tonnage, plus the increase in the 

Occidental deal. We know that the Sales Service are very prone to go into some 

kind of a deal and that the Associated probably feel that they have to do the 

same in self protection.” (Exhibit 166) 


It is the growers who ultimately pay the quantity discount, and net returns 
of the growers have been reduced by thousands of dollars annually on this 
account. Presumably it would be a wise expenditure for them if it produced 
substantially increased sales, but this result is quite uncertain. In any case 
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the growers should know how their money is being spent and under the present 
Fruit Board arrangements it appears that in respect of quantity discounts 
they now have this information. When growers entrust to shippers decisions 
of such importance as this, involving large expenditures of grower funds on 
which returns are doubtful, it is only reasonable that the shippers should be 
scrupulously careful to avoid alliances with the interests they are bargaining 
with, and that they should fully inform their principals of the nature of the 
deals made on their behalf. It would appear that many of the shipping 
ageneies have been more jobber-minded than grower-minded. Some, much 
more so than others, have become less conscious of their responsibility to their 
principals, forgetting that they are not doing business on their own as ordinary 
buyers and sellers, but are agents in a position of trust. It did not appear to 
Staples and Lander, for example, that they were going far in the investment 
deal they made with the Winnipeg jobbing interests; it seemed not much more 
than a formal recognition of relationships and attitudes that already existed. 
The same attitude is reflected in the readiness with which Staples entered 
into the quantity discount arrangement in 1936, his readiness to alter the 
arrangements to insure maximum receipts by Western Grocers and Dominion 
Fruit. Mr. Staples does not appear to have resisted the payment of these 
rebates whenever they were asked for by Western Grocers. On the other 
hand, the Western Grocers organization, having made their investment in the 
shipping business, were almost expectant in their attitude toward the receipt 
of these discounts. Since 1934, Mr. Riley and Mr. McCallum seem to have 
expected these payments as a matter of course, and none the less so since 
the investment of Dominion Fruit in the Lander company. Whether Staples 
would have so readily agreed to McCallum’s demands for back payments of 
discounts or for changes in the agreement if there had been no such invest- 
ment in the Lander company is a speculative question; but at the least this 
relationship made it difficult for Sales Service Limited to resist or disappoint 
the discount expectations of the Western Grocers organization. 


4. PARTICIPATION BY DOMINION FRuIT LimITED In C. H. Rospinson CoMPANY 
BROKERAGE PROFITS 


Three developments of importance to the Okanagan fruit industry occurred 
in Winnipeg in the latter part of May, 1936. Two of these, the Western 
Grocers-Dominion Fruit investment in the Lander company and the decision to 
give Western Grocers and Dominion Fruit special quantity discounts on their 
purchases of Okanagan products, have already been discussed. The third was 
an arrangement by which the Western Grocers organization shared further in 
the proceeds of the sales of British Columbia fruits and vegetables to the prairie 
markets. An agreement was entered into with G. N. Smith, president of the 
brokerage firm of C. H. Robinson Company Limited, by which Western 
Grocers-Dominion Fruit were to receive all of C. H. Robinson’s net. profits less 
only a net of $2.00 per car reserved to the brokerage company after the deduc- 
tion of expenses, taxes, etc. The circumstances and general implications of this 
arrangement throw much light on the position of Western Grocers Limited as 
the leading merchandiser of British Columbia fruits and vegetables in the 
prairies, and give added meaning to the investment of Dominion Fruit Limited 
in Lander Company Limited. 

The origin and development of the C. H. Robinson Company Limited and 
the profit sharing methods employed by the company in its dealing with Nash 
Simington Company, Limited, and Western Grocers Limited, from 1927 to 1932, 
have already been referred to; as have the development of the joint office system 
between C. H. Robinson and Canadian Fruit Distributors, the special relation- 
ships between Western Grocers Limited and C. H. Robinson, and the connection 
between C. H. Robinson and Sales Service Limited. 
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Despite its reorganization in 1927 as an agency no longer owned by any 
Canadian jobbing company, C. H. Robinson appears never to have freed itself 
completely from jobber connections. When Sales Service agreed in 1934 not to 
employ brokers in its dealings with Western Grocers, and to pay the brokerage 
to Western, a great share of C. H. Robinson’s brokerage business was lost. The | 
company continued to act as agent in connection with imports and other 
domestic shipments, but the loss of the Sales Service business was a severe blow. 
The sharing of net profits with jobbers on a 75-25 per cent basis having been 
discontinued in 1932, C. H. Robinson had no claim on the orders of any group 
of jobbers. Sales Service employed them and others as brokers for the 1935 
season, but the uncertainty of the broker’s position and the fact that Western 
Grocers were trying to get back to the direct buying basis of 1934 appears to 
have prompted the C. H. Robinson company to work out a scheme by which it 
would again tie itself to the goodwill of a large jobber. This seems to have 
been the general reason for the negotiations between C. H. Robinson and 
Messrs. Riley and McCallum in May, 1936. In his evidence G. N. Smith stated: 

“The smaller B.C. shippers so far as the best of my knowledge goes, were giving 
that brokerage themselves, they were giving all the brokerage, as well as possibly 
other discounts, so I asked Western how far they were intending to go with this direct 
deal. Of course, they had any amount of shippers, so far as B.C. was concerned, and 
they would like to go back to 1934. Finally, I made a deal with them whereby I 
would get $2.00 a car net, and they would take the balance of what we made.” 

“Q. And the Western or Dominion took all the balance of your earnings on 
business with them?—A. No, on all business. We tried to work it out so it was just 
on their business, but there again the difficulty was whose business made the profit, 
and also Sales Service, we wanted to help the situation in B.C. It would have meant 
keeping everything separate, and figuring out every time we made a profit, so we 
simply arrived at this basis and said that we got $2.00 net and after that everything, 
after the income tax and everything, they took the balance, that was the idea we had 

‘ in mind, when we struck this arrangement.” (Evidence, pp. 3754-5) 


Thus the profits to be shared by Western covered not only their own purchases, 
as had been the case from 1927 to 1932, but all sales through C. H. Robinson, 
whether domestic or imported products, and whether the orders were placed by 
Western or some other jobbing house. 

Participating in the negotiations for this agreement were J. A. Simington, 
former president of Nash Simington Company, Limited, who still maintained an 
interest in the operation of the Nash organization in the United States, and 
Alexander McCallum of Dominion Fruit Limited. According to W. P. Riley, 
the actual proposal for such arrangements came from Mr. Simington, who at 
that time was a shareholder in Lander Company Limited through the Finch 
Investment Company holdings already noted. 

Payment of the profits so shared was made by Mr. Smith in 1937 and 1938 
through R. B. Staples at Kelowna, instead of directly to Dominion Fruit Limited 
at Winnipeg. Staples received Smith’s cheques in March 1937 and March 1938, 
and thereupon sent Sales Service cheques, payable to Dominion Fruit Limited, 
for the identical amounts less exchange. The sums so paid by C. H. Robinson 
to Dominion Fruit were $6,812.04 for 1936-37 and $8,250.10 for 1937-38. These 
amounts were deposited in a special earnings account. In 1936 the net earnings 
of C. H. Robinson Company Limited were $12,257.80, on 2,505 cars; in 1937 
they were $12,666.67, on 2,452 cars. By handing the first cheque personally to 
R. B. Staples in Kelowna, who in turn sent his company’s cheque to Dominion 
Fruit in Winnipeg, the transaction never openly appeared as one between 
Dominion Fruit and C. H. Robinson. Mr. Smith’s explanation of such careful 
indirection and general secrecy was as follows: 

“Q. What was the reason for your handing this cheque to Staples instead of 
paying it direct to the Western Grocers?—A. As I said this morning, I wanted to | 


let Mr. Staples of Sales Service see that I was doing all I could—that I was paying 
on the arrangement. In other words, so that they would have knowledge of it. 
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_ Q. You could have written them a letter to that effect?—A. It was just at that 
ok when I was in B.C. I think I may have written him once just saying, ‘Here the 
ing is. : ' 
Q. At the time you handed the cheque to Staples did you explain to him the reason 

for passing it through him?—A. Yes, I think so. 

Q. I think it is fair to assume that you did so, otherwise he would have no idea 
why you should pass it through him—A. Yes. 

Q. I assume that you told Staples at the time that you wanted it to go through 
him so that he would know the extent of the cheque and the fact that you were carrying 
out the original arrangement as you had informed him of it. Is that so?—-A. Yes. 

Q. Staples has said that he had no idea why you should have handed it to him. 
That is hardly correct, is it?—A. I can’t quite understand that. 

Q. I refer to a question and answer of Staples at page 1629 of the transcript. 
He was asked the question: 

‘Is it fair to say you have no information whatever as to the reason the money 
was being paid by Robinson to you?—A. No, no information as to why I should 
be the medium through which the money was passed.’ 

You say that you explained to him your purpose in passing the money to him? 
_ Q. Mr. Staples already knew about the arrangement—anyway, you say you had told 
him of it in Winnipeg?—A. Yes.” (Evidence, pp. 3765-6) 


Against the above explanation Mr. Staples had this to say: 


“Q. Were you then, or have you since become aware of the reason for the 
payment?—A. Not to any greater extent than I was at that time. 

Q. What was your understanding then?—A. My understanding was that the C. H. 
Robinson Company business in Canada depended very heavily on the support of the 
Western Grocers, and in order to keep that support and to keep themselves operating 
in this country, they made some arrangement of some kind. I cannot tell you what 
it was, I do not know the details of it, whereby all of their profits or a portion of 
them, I cannot tell you which, a portion of them was passed on to the Western 
Grocers.” (Evidence, p. 1629) 

“Q. What would be the reason for his passing through Winnipeg with the cheque 
in his pocket and refraining from handing it to anyone there, but taking it through 
to Kelowna and delivering it to you?—A. That is something I do not know 
definitely. I do not see why he should. 

Q. The secrecy of the arrangement does make one wonder if there is something 
more than appears on the surface?—-A. I do not mind saying that it was a source of 
annoyance to me. There is no harm in saying that, at any rate.” (Evidence, p. 1635) 


Mr. A. McCallum’s explanation of the arrangement was as follows: 


“Q. Was there any definite consideration agreed to be given?—A. No, not to my 
knowledge. 

Q. Were they just handing you on a platter everything they made over $2 
because they liked the look of you?—A. I guess may be that was it about as much as 
anything. It would help to get the business. We would lean toward that naturally. 

Q. Was it not a term of the understanding that you would give them a sub- 
stantial portion of your business in exchange for which they would give you all profits 
over $2?—A. There was no deal made, to my knowledge, that we would give them 
anything. They would have to sell us their services. That was all they could expect 
to go out and do, and that was offered, I guess, on the basis of the C. H. Robinson 
selling the Sales Service crop. That was where it originated, to the best of my 
knowledge, because we did work direct with the Sales Service the previous year, I 
think. I think it was the previous year.” (Evidence, Exhibit 219, p. 2) 

“Q. On the face of it, Mr. McCallum, the transaction was carried out in a manner 
that would indicate that those who had to do with it were ashamed of something. 
Now, what was back of it all?—A. I don’t know any other reason than that they 
didn’t want the world to know about it.” (Evidence, Exhibit 219, p. 5) 


More information on the nature of these arrangements between Dominion 
Fruit and the C. H. Robinson Company, and the reasons for them, is given in the 
evidence of Mr. W. P. Riley: 


“A....He (J. A. Simington) said, ‘I think we (C. H. Robinson Company 
Limited) have got to quit. We want an outlet for our American shipping house. 
Unless you are prepared to favour us a little bit more, throw some business our way, 
we will have to discontinue.’ He said to me, ‘I am not an executive and I have 
retired, but I am an interested shareholder and I would’nt like to see any of these 
companies discontinue. You can throw more business our way, can’t you.’ I said 
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that we could. I didn’t see why we couldn’t. It was just a question of preference. I 
said to him, ‘What have you got on your mind?’ He said, ‘Well, what would you think 
of the proposition that we would. run the C. H. Robinson Co., and we would take 
for our earnings—we would take all expenses out and we would take $2 a car for our 
profit and you would get the rest?’ We considered that a while and we finally said, 
‘Let us try it and see how it will work.’ I talked to McCallum about it and eventually 
he and Gordon Smith got in touch with each other and consummated the deal and my 
memory is that that is exactly the deal.” (Evidence, Exhibit 217, p. 2) 


The effect of this agreement was to have the broker pay an outright gratuity 
(for which there was no consideration according to Mr. McCallum) of over 
$14,000 to Dominion Fruit for the two years 1936 and 1937. The ability to 
impose such an arrangement illustrates again the strong bargaining position of 
Western Grocers and Dominion Fruit on the prairie market, in its dealings with 
brokers as well as shippers. Most important, however, is the significance of this 
agreement in the hight of the other arrangements which were initiated in May, 
1936. By proposing to establish a cash buyer in the Okanagan Valley, Western 
Grocers had secured an interest in the Lander Company, and thereby an interest 
in a group of Okanagan Valley shipping plants. By threatening to return to the 
“direct deal” with B.C. shippers, they acquired substantial control over the C. H. 
Robinson company. In addition to the resulting payments there were the 
dividends received by the Western Grocers organization from the Lander Com- 
pany. These dividends were, of course, legitimate returns on their investment, 
but when they are added to the monies received by way of discounts and broker- 
age profits it seems that the Western Grocers organization was receiving, upon the 
sale and shipment of British Columbia fruits and vegetables, very substantial 
sums above their regular trading profits. These three transactions of May, 1936, 
originated in the pressure which was exerted by Western Grocers directly or 
indirectly. Such pressure was made possible because of the company’s strength 
as the largest single buyer of British Columbia fruits and vegetables, a strength 
which was used to exact the largest possible return for the handling of these 
products. 


IV. THE ALLEGED COMBINE OF PRAIRIE JOBBERS 


Investigation has been made into the second alleged combine, where it was 
charged that the three major fruit jobbing companies in the prairie provinces, 
Western Grocers Limited, Consolidated Fruit Company Limited, and 
Macdonalds Consolidated Limited, have combined to set and enhance resale 
prices of fruits and vegetables, to depress prices to British Columbia growers, and 
to affect detrimentally independent fruit wholesalers. These three concerns, as 
described in Chapter II of this report, control approximately three-quarters of 
the distribution of British Columbia fruits and vegetables in the prairie 
provinces. 


1. Loca PooLING OPERATIONS AND Prick ARRANGEMENTS 


In each of the larger prairie cities the jobbers have for many years used a 
purchasing system known as “ pooling”. Under this arrangement, two or more 
jobbers, because of friendly relations, corporate connections, or the location of 
their warehouses, agree to buy jointly certain commodities. Usually these 
products are imports of straight cars of head lettuce, Mexican tomatoes, sweet 
potatoes, or sometimes British Columbia berries. Generally pooling does not 
include British Columbia apples or other major products. 

The stated object of pooling cars is to avoid a surfeit which would result 
from overbuying, to distribute the costs of freight and handling charges among 
two or more jobbers, and generally to do collectively what any one jobber would 
find difficult at certain times and with respect to certain products, namely, to 
purchase on a car basis. It is the opinion of the major jobbers, and many of the 
independents, that in these cases pooling serves to “stabilize” the market by 
keeping supplies within the capacity of the local market. 

In the opinion of most operators, the total volume of fruits and vegetables 
sold in the prairie markets is affected by the pool system because by purchasing 
on a “planned” basis, and by deliberately limiting the total supply of products 
so as not to surfeit a market, the volume of such products, in the long run, is 
reduced. At the same time, it is argued that the reduction in volume is offset 
by the benefits of uniform supplies for which there is a known outlet. The 
jobbing trade and the general public, it is argued, are thereby protected against 
unstable market conditions. Counsel for Consolidated Fruit Company Limited 
has submitted: 

“it would be impossible to conduct the fruit and vegetable business without jobbers 
participating in shipments. Witnesses emphasized that the benefit of such pooling 
arrangements accrued to the producer and consumer alike by maintaining a high 
quality of fresh commodities which encourage increased consumption and at the same 
time the market is sustained on behalf of producers. Were all jobbers to bring in 
their own supplies, the market would be glutted and the losses would render it 
impossible to continue to carry those lines with the ultimate result that consumers 
would be without supplies and the effect would be disastrous to the producers.” 


This appears plausible despite the fact that no evidence was presented to show 
that market gluts had occurred when pooling arrangements broke down. If no 
pooling arrangements could be made, individual jobbers would bring to the 
market only such supplies as they believed could be sold. Having through 
experience a knowledge of their outlets as well as of their competitors’ possible 
sales, they would soon learn the more or less exact point at which their purchases 
should be limited. Doubtless the pooling method simplifies this problem and 
reduces the cost of certain types of goods, but it may also have the effect of so 
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fimiting the supplies of certain products that, instead of a glut, temporary 
and relative scarcity will ensue. While the benefit to the jobber from the pool 
system is evident, the corresponding advantages to the purchasing public as well 
as to the domestic producer of fruits and vegetables are not so clear. The 
decisions of one or two influential pool members could, at any time, reduce the 
volume of a given product shipped to a market, a situation which would not 
occur if there were enough independent competition. But in a market dominated 
completely by major jobbers, e.g., Edmonton, the disadvantage from the con- 
sumer point of view is manifest. 

The percentage allotted to each participant is usually calculated on the 
relative volume of business transacted in the city by each. Frequently the car 
is shipped to one of the houses, which proceeds to distribute from the car accord- 
ing to the agreed percentage. A minimum handling charge—$10 in the case 
of a particular Calgary pool—is frequently paid to the jobber charged with 
distributing the shipment, 

At the meetings where pool purchases are arranged, discussions also take 
place on prices and jobber margins. Certain prices are suggested and a loose 
agreement as to the desirable margin is often reached. However, most of the 
witnesses in all five cities have argued that the “agreed” prices do not really 
constitute agreements in any binding sense of the term; rather they are only 
standards by which it is believed jobbers should be guided, and are therefore but 
“marks to shoot at.” This condition in the main prairie cities will be analysed 
in more detail. 

The pool in Edmonton, where there is now only one independent jobber, 
was composed of seven firms, whose percentages were as follows: 


Percentage 

Royal) Heures (Western: Grocers) trmmatiee tenes sen ote eal oeian oat seeielelatc 19 
Scott, WU ruity (Consolidated! s Hiri) sitet -iiineteent eration ee odes erin ries eee 19 
National, Kraut, (Consolidated! JH ri6)). act ccpctss) acnersbens’ sveyeyetuin te svar «hap ty « 16 
Brown Eruite (CW esteriy Grocers): ios acct octet e:aye-a caeke takers dbaeue sie saaksl sae 's,000 16 
Westerna Grocers. luimi ted: a ann « ns acsicoo nisis sles cite oe eiicweee ae cinuis 10 
Hey He Coopers tamited, (vy esberns Grocersiie sy .crri iol crys crac eee 10 
Macdonaltds sConsolidateds lnmibed «cect cni siamese. <lrepcamterers ta rine 10 

100 


Pool discussions followed the usual pattern and were concerned with prices and 
related matters. Macdonalds have withdrawn from active participation in the 
pool but the practice has been to have the price lists issued by the other jobbers 
forwarded to Macdonalds the day following the jobbers’ weekly meeting. The 
local manager of Macdonalds does not appear to have entered into any general 
agreement on prices, and had specific instructions from his company’s president 
not to participate in any price agreements. On occasion, however, the local 
house appears to have wavered from this independent position. This is indicated 
in the following memorandum of September 11, 1936, from the local manager of 
one of the Consolidated Fruit houses to his general manager: 


“H.C. Stock ron 

I thought you would be interested in knowing that the boys are feeling in a very 
receptive mood to some arrangements about increased profits. 

We had a meeting to-day which was attended by Macdonalds, the Western crowd, 
Essery and myself. It was felt that this was a good time to set out the MacKintosh 
prices and a start has been made. Prices were set that will allow us a minimum of 25c. 
per case on all grades of MacKintosh, city and country. A committee consisting of 
Campbell (Macdonalds), Giles (Western), Manson (Brown) and myself was appointed 

‘to handle the price situation each Wednesday and it was decided that further items 
would be added each week. ...I think everybody is pretty sincere and I am looking 
forward to seeing the price on MacKintosh’s maintained... 


H. Harrison.” (Exhibit 183) 
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The jobbers maintain that in Edmonton, as elsewhere, the prices agreed on are 
only guides, but there is evidence that such prices are maintained more effectively 
in Edmonton than in the other prairie cities. The limited nature of independent 
competition at this point may have something to do with this condition. 

The evidence indicated that Western Grocers Limited was concerned with 
the maintenance of a comon price structure among all Edmonton jobbers. In 
one case Mr. McCallum of Dominion Fruit Limited made specific proposals 
from Winnipeg covering sales to smaller independent operators employing 
trucks as follows: 

“The arrangement between all should be one jobbing price to trade of this 
nature. If that price is maintained, the trucker will not be able to sell underneath 
us... If you jobbers do not get together on a fair markup, the result will be that 
you will have some other jobber opening up in Edmonton.” (Exhibit 180) 


One Calgary pool of eight firms provided for the following percentage 
allocations: 


Percentage 

Phiniket prose vacem @WiesuerlGROCers) ..ae5 «semi sis «ciea'. neers 20 
Wiesterme Grocens sl snilleGiremome ceiiee clsie, aces gas caves seins see MIE a 
National Fruit Company (Consolidated Fruit).................. 16 
Scovu brut Company, (Consolidated. Wrutt)\.....2202.<21..6-0- 00 15 
Macdonaldss@onsolidatedsaimibed cl: sce e es ccs siete cite on ess 12 
Nee ASE barker mimited a (indepenGenit)) es ents tats ciceis eves ad 1 set aces 12 
Calcorvsuruit mitted (mae Mpenaenu). nrc cesa se eeneeses s+ cele s cla 9 
T. J. Styles and Company (Independent)..............+.--..05- 9 

100 


Although Western Grocers and Consolidated Fruit Company dominated the 
pool, the three independents were strong enough to obtain 30 per cent of pool- 
car importations. The jobbers meet weekly to consider prices and problems 
arising out of pool activities. Even products individually bought, such as 
British Columbia apples and pears, have been subject to discussions on prices 
and margins. Similar explanations of the nature of the discussions were given by 
branch managers in Calgary, as illustrated by the examination of Victor 8. 
Ockenden, manager of the Scott Fruit Company, a Consolidated Fruit Company 
house: 

“Q. Was not one of the purposes of those weekly meetings to set prices for 
the following week?—A. I don’t think there was any chance of that idea, Mr. Bird. We 
used it more as a guide; as far as making the prices rigid went, I don’t think the 
idea was in anybody’s mind that that was possible. 

Q. Apart from rigidity or otherwise, is it not a fact that at these weekly 
meetings prices for the following week are discussed and arranged?—A. They were 
discussed to a certain point. There were always some exceptions because some 
handled commodities that others didn’t. 

Q. Dealing particularly with Okanagan fruit, during such time as Okanagan 
fruit is sold on the market, are prices set by agreement?—-A. No. not altogether. We 
discuss prices, but there is no set price, because we split up our pools. 

Q. I understand, or I interpret you to answer that you do discuss price and you 
do agree on resale prices, which is not necessarily a binding agreement. Is that the 
situation?—A. That is the idea.” (Evidence, pp. 2542-3) 


Mr. J. A. Maclean, manager of United Brokers, Calgary, stated that, generally 
speaking, salesmen from the various Calgary jobbing houses are supposed to stay 
very close to the price lists issued by their respective firms. A comparison of 
these price lists, for three typical weeks in the winter of 1938-39, indicates that 
there is not complete uniformity even in the asking prices and even as between 
two branch houses of the same company. Macdonalds Consolidated Limited 
do not attend these price discussions in Calgary, although they participate in 
pool supplies. Witnesses testified, however, that Macdonalds are informed of 
the prices discussed at such pool meetings, but that they give no assurances 
that such prices will be maintained. On the whole, competitive conditions in 
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Calgary as well as the nature of jobber meetings suggest that, while discussions 
take place and some general understanding is reached on resale prices, the 
degree of independence retained by the various jobbers participating in these 
discussions is sufficient to give any such arrangements a very tentative character. 
A buying pool of six fruit houses has existed in Saskatoon since 1937 and 
includes Macdonalds Consolidated. The Saskatoon situation is very similar to 
that of Calgary; the results of the price discussions seem very indefinite with 
wide discretion reserved to all participants. The branch house of the Consolidated 
Fruit Company had not joined the pool at the time of this inquiry, but this 
appeared to be entirely for local and personal reasons. 

In Regina certain products are purchased through a pool of six firms. This 
pool frequently is suspended because of disagreement among its members. 
At such times two-way or three-way pools arise to meet immediate needs. 
Both Consolidated branch houses have pooled with H. G. Smith, Limited, an 
independent firm until 1938 when it was purchased by Macdonalds Consolidated 
Limited. No independents are now in the pool and British Columbia products, 
except strawberries, are pooled only infrequently. The six member pool is 
composed as follows:— 


Percentage 
Scott Fruit Company and National Fruit Company (Consolidated 
PRUDENT rea EE sy ee 32-5 
S. & M. Wholesale and Western Grocers Limited (Western 
Grocers) tix ble Seo ee en er i a aes 32°5 
Wacdonalds Consolidated bimitedey ey een vem eee tthe cinsiu ree aes 20 
H. G. Smith Limited (Macdonalds Consolidated)... .. .. .. .... 15 
100 


The weekly jobber meetings are reported to include little in the way of price 
discussions, except as respects special pool purchases; and no price lists are 
issued. Here, too, Macdonalds Consolidated have refused to make commit- 
ments on prices or to agree to maintain any suggested price. Regina is regarded 
as a very competitive market. The evidence suggested that the greatest pressure 
for price agreements on oranges and Okanagan apples came from the manager 
of the Scott Fruit Company. The general conclusion is that the price arrange- 
ments made weekly at the meetings had little effect upon practices in the dis- 
trict and led to no binding arrangements. 
In Winnipeg the buying pool comprises the following seven firms:— 

Western Grocers Limited, 

Rogers Fruit (Western Grocers), 

Sterling Fruit (Western Grocers), 

Bright, Emery (Western Grocers), 

Scott Fruit Company (Consolidated Fruit), 

Cran, Mowat & Drever Limited (Independent), 

Rusen, Solomon & Company (Independent). 


Rusen, Solomon & Company does not join in the purchase of certain com- 
modities. Here again in the case of British Columbia supplies only certain 
specialized products are occasionally bought, such as cantaloupes, cherries, 
strawberries and raspberries. The major Okanagan products, such as apples 
and pears, continue to be purchased individually and outside the pool. 
Macdonalds Consolidated and its second Winnipeg outlet, Continental Fruit 
Company do not share in the pool purchases, except occasionally in the 
case of imported products. At the same time two small independent fruit 
operators, Crescent Fruit Company and United Fruit Company, have not been 
taken into the pool. Weekly meetings, discussions on margins, agreements 
to mark up commodities to a certain resale price, and the shaving of that 
price in individual cases, have resulted in price agreements, if any, being carried 
out only in a very loose way. One or two witnesses, however, indicated that 


. 
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sometimes the price and margin discussions on apples were of a more positive 
character than had been the case on other products. To this extent the 
Winnipeg arrangements correspond with those observed in Edmonton. 


The evidence of J. W. Wilde, the Winnipeg branch manager of Continental 
Fruit Company, which Macdonalds established in 1937, leaves no doubt that, 
while frequently participating in conversations relating to margin and price 
problems, he had no authority to enter into any agreements with regard to 
prices. A branch manager of course would have authority to raise or lower 
his price to meet the generally prevailing level at which his competitors were 
operating. Mr. Wilde said:— 

“Q. You yourself would have had authority to change to 15 cents?—A. Yes, I 
could have done that. 

Q. But you didn’t have authority to agree with the other companies?—A. No, 

Q. What instructions have you from your own company to that effect—that you 
must not agree?—A. I have been instructed very emphatically that I have nothing 
to do with the policy of our business. 

Q. What about instructions from your company with respect to agreements on - 
price, have you definite instructions on that?—A. Yes, we have had instructions that 
we were not to agree on prices. 

Q. Written instructions?—A, Yes, (Evidence, p. 3682) 


Thus the situation in Winnipeg appears to be very similar to that in the other 
cities surveyed. 

The pooling system must be distinguished from attempts to establish 
common prices. The pooling system of buying appears to have developed in 
part because of the small total demand of particular markets for certain 
products; in itself it may or may not be innocuous. It incidentally involves 
regular meetings and collective action which give the opportunity for further 
price discussions and common action to fix prices. Thus while in practice 
the pooling system can lead to price agreements this need not be so. Generally 
the branch managers made the pool arrangements and were responsible for 
them, but it was the policy of Western Grocers head office to encourage them 
and to intervene when necessary. The attitude of Macdonalds Consolidated 
toward pools was different from that of the other jobbers and not consistent 
in every prairie city. In three cities they did participate in pools and in two, 
the larger ones, they did not. In all these cases British Columbia supplies were 
a minor part of any joint operation. 

It is also true that the branch managers of the Western Grocers organiza- 
tion and of the Consolidated Fruit Company undertook to make price agreements 
or understandings, and there is evidence to show that the general officers of 
these companies were willing, indeed anxious and pressing, to make price 
agreements directly and that this was head office policy. The following excerpt 
from a letter of July 25, 1934, from A. McCallum of Western Grocers to 
H. R. Smith of Consolidated Fruit, illustrates this:— 

“We believe we have always been ready to sit down and talk over prices to 
try and maintain a reasonable percentage of profit and will be glad to do so when- 

ever it is possible.” (Exhibit 165) 


In contrast, Macdonald’s head office would not talk price agreements directly 
and discouraged active participation in local agreements. This is borne out by 
the following letter of March 17, 1938, from L. W. Raley, president of the com- 
pany, to the local managers:— 


“T have recently talked with most of you on the dangers of agreeing with our 
competitors on the re-sale price of fruit items. 

I have been thinking further about this matter since I finished the trip, and I am 
very definitely convinced that we should not agree on prices with anyone who is 
not operating on the same basis as ourselves. By that I mean that we cannot hope 
to maintain our volume on what might be termed the catalogue method against a 
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personal call of a traveller if we ask the same price—and for us to even attempt 
to do so is ridiculous and dangerous. If we cannot get into pool cars without . 
agreeing on the price, then we must bring in straight cars, ‘working with other branches 
where practicable. 

We must not ask or agree to ask the same price as the jobbers who travel sales- 
men and give longer term credits than we do. 

For those branches that have been more or less following the policy of agreed 
prices, please write me advising what plan has been decided upon for getting away 
from the practice, and what, if any, start has been made as yet to do so.” (Exhibit 181) 


In one reply to this, T. G. Campbell of Edmonton wrote on March 21, 1938:— 


“ 


I immediately contacted the local jobbers and advised them that Macdonalds 
would no longer go into any agreement with them on prices.” (Exhibit 181) 


There is little doubt that, with the substantial exception of Macdonalds Con- 
solidated, there was the will to make price agreements, and that the policy 
failed of general adoption at least as much because of the nature of the com- 
modities handled as because of the lack of measures of enforcement and the 
uncertain position of the Macdonald company. 


2. PRESSURE Upon INDEPENDENT FRuIT JOBBERS 


Pressure to eliminate independent fruit jobbers, if it occurred, would 
ordinarily include one or more of the following types of action: interference 
with an independent’s source of supply, refusal to sell to an independent, under- 
cutting the price of given commodities to make sales difficult for independents, 
and maintenance of price agreements. 

It was stated by fruit wholesalers that refusal to permit a jobber to par- 
ticipate in operating pools would interfere seriously with his ability to handle 
certain products. Because British Columbia supplies are not usually purchased 
through pool arrangements, an independent jobber need not be concerned about 
any pool arrangements for Okanagan apples and pears. For imported commodi- 
ties such as lettuce and Mexican tomatoes, and certain British Columbia products 
such as strawberries, the effect of being denied pooling privileges could be serious. 
About half of the fruits and vegetables going into Calgary, for example, in 
the years 1936 to 1938, were from British Columbia. Under present condi- 
tions an independent operator depending upon imported products for about 
half of his turnover of fruits and vegetables would need to participate in pools 
to obtain supplies at competitive prices. 

Certain major jobber branch managers and head office executives indicated 
they knew of no attempt to exclude fruit wholesalers from sharing in pool pur- 
chases. Instances were found, however, where exclusion did occur, as in the case 
of N. A. Barker Limited, a Calgary independent operator. In September, 1934, 
Barker was informed by another independent, acting on behalf of the pool, 
that his company would no longer be afforded general pooling privileges. The 
Barker company was able to continue to operate successfully. No concerted effort 
was made to undercut the price at the same time, and he was able to obtain 
his own supplies. It was suggested in Calgary that when an independent 
jobber became very effective in his local market he was asked to enter the 
pool by the major jobbers. This view was expressed by E. J. Gilliham of Cal- 
gary Fruit Limited, an independent. The advantages to an independent of 
being permitted to join in pool buying were stated by Mr. Gilliham to be:— 

A Ae there were a few of the trimmings we were not able to get. By going 
into the pool we would have steady supplies, and that is the way we looked at it. 
Q. What were the trimmings you were unable to handle?—A. Bananas, tomatoes 


and that type of merchandise, where a car of merchandise is too heavy for one jobber 
to swing.” (Evidence, pp. 2292-3) 
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Calgary Fruit Limited for many years thus operated on its own, unable to 
purchase “fancy” supplies until it was permitted to share in the pool purchases, 
or at least not able to purchase such products on the same favourable car 
price basis as that secured by the pool buyers. 

The second method by which the sources of supply to independents may 
be interfered with is by putting pressure to that effect on agents selling specialized 
products. The right to sell Sunkist oranges, a brand with a continuous demand, 
rests with agents of the California Fruit Growers’ Exchange, who are estab- 
lished at various points in Western Canada. That pressure for this purpose 
had been brought to bear on the district manager of the California Fruit Growers’ 
Exchange for Alberta, C. W. Stevens, is clear from his evidence regarding his 
sales to the Merco Wholesale Limited, Edmonton. Such attempts to prevent 
the sale of one brand of oranges may seem unimportant because this is only 
one of many brands available to independent operators. Where, however, 
consumer demand for a particular brand of an important commodity has become 
well established, wholesalers must be in a position to meet the requirements 
of the retail trade. To have such supplies withheld would be a serious handicap. 
To have them withheld because of pressure brought to bear by a combination 
of competitors might lead to serious legal consequences for those responsible. 
It was not indicated that the pressure in the case of sales to Merco Wholesale 
Limited came from concerted action. 

In Edmonton the independent jobbers have almost completely disappeared. 
In recent years the Rex Fruit Company, Growers Fruit Company, R. L. 
Sutherland, and the Ross Fruit Company, ceased to operate. Only the Merco 
company continues to function as an independent in the market. No clear 
reasons were given for the disappearance of the Edmonton independents. Generally 
it was explained as lack of capital with which to compete successfully against 
the three major organizations operating in Edmonton, but such an explanation 
means little, for lack of capital is often merely a symptom, not a cause. 
Illustrations are available pointing to difficulties confronting independents in 
obtaining pooling privileges in Edmonton. Although the Edmonton situation 
reveals that major jobbers have used sharp and censurable methods at times 
in their dealings with regard to independents, the evidence secured did not 
establish that such methods were the result of actual or tacit agreement. 

In Regina there are two independent fruit and vegetable wholesale concerns, 
of which the larger is McBrides Limited, a company controlled in part by 
members of the Nash-Finch Company in North Dakota. McBrides have a 
connection with forty-six retail units in Moose Jaw, Regina and southern 
Saskatchewan. Mr. A. Mitchell, president and general manager of McBrides, 
stated that there had been no attempt by other jobbers to interfere with the 
sources of his supply of Okanagan products. 

The Winnipeg market, too, has witnessed a decline in recent years in the 
number of independent fruit and vegetable wholesalers. The most recent im- 
portant change has been the purchase in 1937, by Macdonalds Consolidated 
Limited, of the business of Provincial Produce Company, a large and aggressive 
fruit and vegetable jobbing organization now re-named Continental Fruit 
Company. In Winnipeg the leading independent operators, Cran, Mowat & 
Drever, and Rusen, Solomon & Company, have had no difficulty in obtaining 
British Columbia supplies in recent years. One of the small independents, 
Crescent Fruit Company, has complained of difficulty in obtaining a share in 
given pools on certain supplies, but the refusal does not appear to have resuited 
from joint action on the part of major jobbers or from any desire to eliminate the 
Crescent Fruit Company from business. 

In general it has not been found that questionable methods of this type 
have been employed by major jobbers, outside of instances in the Calgary and 
Edmonton markets, and at these points there is little or no evidence of concerted 
action. 
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3. SpeciAL DEALS AND DISCOUNTS 


. The origin and development of special rebates and discounts, and the 
formalization of this practice into the present quantity discount method, have 
been discussed earlier in this report. The question of whether the three major 
jobbing organizations have in any way collaborated in requiring the Okanagan 
Valley shippers to pay such discounts may now be considered. 

As early as 1933 the question of discounts to major jobbers was canvassed 
fully at the meeting in Winnipeg, already noted, in which leading Okanagan 
Valley shippers, as well as Messrs. Riley and Stockton, took part. The failure 
of this conference to include Macdonalds Consolidated did not, however, prevent 
the receipt of special discounts soon thereafter by the Western Grocers organ- 
ization and by Consolidated Fruit from almost every leading fruit and vegetable 
shipper in British Columbia. It has already been shown that since 1933 Western 
has received $105,412.15 in special discounts from various British Columbia 
shippers, and that Consolidated Fruit Company Limited has received $75,626.43. 
Not until the crop season of 1937-38 did Macdonalds Consolidated commence to 
receive discounts, and from January, 1938, until November, 1938, the company 
received a total of $11,320.00. The evidence does not show that the three major 
jobbers, through head offices or through branch managers, have participated 
in any joint effort designed to require Okanagan shippers to pay them special 
discounts. Special relations in this respect did exist, however, between the 
Western Grocers-Dominion Fruit organization and Consolidated Fruit Company 
Limited. 

A. McCallum of Dominion Fruit Limited and H. R. Smith of Consolidated 
Fruit Company consulted each other on many occasions regarding discounts to 
be received from British Columbia shippers. How far their common views on 
these discounts led them is indicated in several letters exchanged in the winter 
of 1937-38 concerning the purchase of a large number of cars of British Columbia 
apples by the Dominion government for relief purposes. Both McCallum and 
Smith were of the opinion that discounts should be paid even on such cars, 
since these shipments cut into the sales of regular jobbing agents operating in the 
districts in which the relief distribution was made. 

Mr. McCallum stated that he could not recollect having consulted either 
Smith or Stockton on any of his firm’s quantity discount deals. Smith’s letters 
to Stockton indicate, however, that just as Western Grocers-Dominion Fruit and 
Consolidated Fruit Company Limited acted together in the matter of pooling 
and discussed such questions from time to time, similarly there was a common 
understanding with regard to the receipt of quantity discounts on Okanagan fruit 
and vegetable shipments. At the same time the evidence does not show that the 
demand for such discounts or the arrangements for their receipt were the result 
of any tacit or actual agreement between these two organizations. 

Reference has been made already to certain “direct deals” effected between 
jobbers and shippers, whereby the services of prairie brokers, representing 
Okanagan shippers and growers, were not utilized and the brokerage fees were 
added to the returns of the jobbers. No evidence has been obtained showing that 
the three major jobbers in Western Canada have in any way colluded in the 
matter of arranging for “direct deals” with Okanagan Valley shippers. While 
it cannot be said that there has been collaboration on the part of Macdonalds 
Consolidated Limited, Consolidated Fruit Company Limited and Western 
Grocers Limited with regard to the receipt of brokerage payments, the practice 
indicates again the powerful position held by the largest western jobbers in their 
relations with British Columbia shippers. 


V. CONCLUSION 


This report, concerned with two alleged combines in the wholesale distri- 
bution of British Columbia fruits and vegetables in Western Canada, has 
presented an outline and analysis of the evidence and material secured in the 
course of an extensive investigation. Some of the main points may now be 
briefly summarized. 

Although the perishable nature of fruit requires quick marketing, with its 
attendant anxieties to producer and dealer, this factor should not be exaggerated 
in explaining trade practices. In attempts to justify courses of action which 
militate against growers on the one hand and consumers on the other, too much 
weight is frequently given to the existence of a surplus in certain British Colum- 
bia fruits, particularly apples, and to the contention that this alleged surplus is 
primarily responsible for marketing difficulties. Associated with this is the 
view that the use of some sub-marginal land for fruit growing has handicapped. 
the industry as a whole. This consideration was stressed in the Sanford Evans 
report of 1931, and to some extent is always true of agricultural production. The 
validity of this view is not examined extensively here, and doubtless an 
extensive technical survey of the present fruit growing areas in British Columbia 
would give valuable and useful information. 

In the marketing of British Columbia fruits and vegetables, some fruit 
shippers and prairie fruit jobbers have resorted to practices undesirable either 
because of their adverse effects on the producer or the consumer, or because of 
their general failure to satisfy reasonable standards of business conduct. These: 
have. been discussed in preceding sections of this report. For example, the 
absence of comprehensive audit systems for grower pools, to insure the exactness 
of returns to the grower, exposes the primary marketing system to some suspi- 
cion and criticism. The reluctance of growers to invoke the provisions of the 
Sales on Consignment Act, which provide for such audits, is indicative less of 
inertia than of diffidence in challenging shipping concerns operating in the pro- 
ducing areas of British Columbia. 

The special rebates and discounts given by many shippers to wholesalers in 
Alberta, Saskatchewan and Manitoba, in order to induce increased purchases, 
have no economic justification and find little support in the claim that pay- 
ments of this type have served as sales stimulants. The main significance of 
such rebate payments has been to reveal the strong bargaining position of 
leading wholesalers in relation to the British Columbia shippers and producers. 
At the same time, much of the evidence presented on this point contained the 
inference that if British Columbia shippers resisted these payments they would 
not be compelled to pay them. The assertion of an attitude of independence 
would restore a measure of equality in the bargaining relations of wholesalers 
and producers. 

Payments of condition and policy claims and payments for floor stock pro- 
tection were found to have been made much less frequently than appears to 
have been, believed throughout the producing areas, and to have been much less 
extensive than prior to 1932 when the Nash Simington Company Limited 
dominated the industry throughout the western provinces. These claims are 
still subject to definite abuses and it would be to the advantage of growers, 
shippers and jobbers if definite “claim” principles were established and accepted 
by all parties. ‘Some evidence was presented concerning “overages” by the 
Okanagan Valley shipping houses. A “pack-out” system, accurately accounting 
for all packed and unpacked fruits brought to the packing house, would offset 
the impression now prevalent among many growers that shippers, through the 
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taking of overages, have deprived producers in many cases of their proper 
returns. The extent to which over-grading and extravagant packing exists in 
the Okanagan need not be analysed here, but as a cause of added fruit costs it | 
is a subject worthy of careful study by the industry. 

Concerning the “direct deal” method of jobber purchases, involving the 
elimination of the prairie broker and direct buying by jobbers from shippers, 
it remains only to point out that the direct deal system provides no protection 
for growers and shippers where sales are f.o.b. the point of receipt. Where sales 
are f.o.b. the point of shipment, it does eliminate condition claims and floor 
stock protection demands. These latter advantages are offset by the resulting 
elimination of the broker, and, if carried to the extreme, his disappearance from 
the prairie markets. Under present conditions such a development would not 
be to the advantage of the British Columbia producer. The grower requires 
some representation at distant and important markets to keep shippers informed. 
of market conditions and to provide a continuous intelligence service for the 
efficient distribution of the growers’ products. ‘The method of the full-time 
1epresentative, such as that used by the California Fruit Growers’ Exchange 
in Western Canada, is possibly the method which ultimately will be established 
by British Columbia fruit producers. Meanwhile brokers serve as adequate 
and important intermediaries between shippers and jobbers, and it appears they 
should not be permitted to disappear by the employment of the “direct deal’. 
The threat of a “direct deal” has also compelled brokers who wish to prevent a 
loss in revenue to agree to jobber participation in a direct share in their profits. 
The payment since 1936 of a share of the net profits of C. H. Robinson Company 
Limited to Dominion Fruit Limited was the result of an intimation that Western 
Grocers and Dominion Fruit might cease to employ a broker in its purchases of 
British Columbia supplies. Such payments illustrate further the power of the 
largest western wholesalers in their relations with British Columbia fruit and 
vegetable shippers and their prairie brokers. 

The general atmosphere of suspicion which appears to be common 
throughout the fruit and vegetable industry in Western Canada doubtless had 
its origin in the malpractices of the Nash organization. Despite the disappear- 
ance of the Nash company from Western Canada, this atmosphere has in some 
degree continued, and has its clearest manifestation in the lack of confidence 
of British Columbia producers both in the wholesale distributors and in some 
British Columbia shipping concerns. The disclosure of the relationship between 
Western Grocers Limited and Sales Service Limited, an alliance of jobber and 
shipper, together with the undesirable business practices referred to, accentuated 
this atmosphere. 

The co-operative movement in the Okanagan Valley grew out of the need 
of growers for common packing, shipping and marketing facilities. The failure 
of the movement to maintain its dominant position after 1925, and the rise of 
independent shippers, were the result of many factors which need not be 
analysed here. It has been evident that the co-operative shipping agency, 
Associated Growers of British Columbia Limited, has developed an attitude 
toward prairie province jobbers similar to that of its great rival selling agency, 
Sales Service Limited. The resulting concurrence of attitude on the part of 
these two organizations toward the larger wholesalers, as in the matter of 
_ quantity discount, and generally their joint activities in relation to the three 

major jobbers, suggest that Associated Growers has developed a jobber point 
of view considerably at variance with the traditional attitude of a co-operative 
organization facing large and dominant wholesalers. Doubtless, the manage- 
ment of Associated Growers believes such conduct to be in the best interests of 
its local members, or possibly it is not conscious that it has arrived at a position 
of this nature. The fact remains that there was little resistance by this co- 
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operative organization to the special demands for rebates and discounts made 
upon it by Consolidated Fruit Company and the Western Grocers-Dominion 
Fruit organization. 

The process of jobber concentration described in the earlier chapters 
exposes the fruit grower to many types of pressure against which, if unorgan- 
ized, he appears to have little effective defence. Limitations upon supplies pur- 
chased, attempts to compel shippers to make special arrangements, the depression 
of prices due to local over-shipment, all of these were related to the unorganized 
position of British Columbia fruit and vegetable shippers. The ultimate effect 
was to lead growers to ask from the legislature a measure of administrative 
supervision of the marketing of fruits and vegetables which would balance the 
organized position of prairie jobbers with a similarly organized grower and 
shipper group. The British Columbia Fruit Board has as its members duly 
elected grower representatives and, as they function pursuant to provincial 
legislation, it does not come within the scope of this report to assess either the 
merits of any individual appointee or the marketing policies for which they are 
responsible, except as these relate to, or impinge upon, the question of the 
alleged combine. But certain general observations may be advanced. 


It was suggested in evidence that the initial prices set by the British 
Columbia Fruit Board were, as a rule, relatively too high and then had to be 
reduced rapidly, to the disadvantage of those who purchased supplies earlier in 
the season. Little evidence was found to support this allegation. While the 
British Columbia Fruit Board has the power to fix and maintain prices within the 
province, constitutional limitations have prevented its extension to the prairies. 
There is, however, a not inconsiderable body of British Columbia grower and 
shipper opinion, supplemented by jobber opinion on the prairies, which believes 
that administrative price-fixing of supplies shipped from British Columbia to 
the prairie provinces would do much to eliminate the undesirable trade practices 
related earlier. It was said, further, that such an administrative price-fixing 
system would give “ stability ” to the industry and make for a continuity in prices 
as well as in grower returns. Without analysing this broad question it may be 
observed that the dangers involved in comprehensive governmental price-fixing 
within a competitive economic system have been demonstrated by recent expe- 
rience in a number of countries and are becoming reasonably well known in 
Canada. 

Another danger to the public which must be made clear is the possibility of a 
combination between growers acting as a unit and distributors acting as a unit 
for the purpose of exploiting the consumer through smaller volume and higher 
prices. This is a potential danger but it is clear that willingness to pursue such 
a course is not lacking among some western fruit growers, shippers, and distri- 
butors. It would be unfortunate if the present public good-will towards the 
grower were sacrificed, and the many sound measures possible to further the fruit 
growing industry imperilled, by the development of any such monopolistic com- 
bination which would exploit the western fruit consumer. 

The prosperity of the British Columbia fruit industry necessarily is closely 
allied with general business conditions in Western Canada. Without overlooking 
the importance of exports to the United Kingdom, it is the purchasing power of 
the western provinces which will go far toward determining prices received by 
growers for a given fruit crop. One of the most important aspects in marketing 
British Columbia fruit on the prairie provinces is the reduction in the number 
of outlets now available to British Columbia products. They have been narrowed 
down to three great fruit wholesale organizations and a very small number of 
independent operators. This narrowing of the channel for British Columbia 
supplies in the prairie market underlies much of the pressure in British Columbia 
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for the establishment of governmental agencies charged with regulation of pro- 
duction and marketing. In the last analysis the growers’ marketing problem is 
one of “‘traffic’—how best to move on to the consumer with speed, consistency 
and a minimum of cost, the increasing volume of apples, pears and other fruits 
being produced in the Okanagan Valley and other areas of British Columbia. 


1. Tur ALLEGED COMBINE OF PRAIRIE JOBBERS 


Briefly stated the Combines Investigation Act provides that any actual or 
tacit agreement entered into by two or more persons which has or is designed to 
have the restrictive effects set out in the Act is offensive if the combination result- 
ing from the agreement has operated or is likely to operate to the detriment or 
against the interest of the public, whether consumers, producers or others. 
Section 498 of the Criminal Code is of somewhat similar import. Interpretation 
of this legislation has come through a series of court decisions which need not be 
reviewed here. It has been held in these decisions that it is not necessary to the 
commission of an offence that an agreement shall have been entered into by all 
those engaged in a trade or industry, or that a complete monopoly of the pur- 
chase or sale of a product shall have been effected. Nor is it necessary that 
actual written agreements shall have been drawn up and signed by the parties. 

Two questions arise out of the pooling practices observed in the Alberta, 
Saskatchewan and Manitoba markets. First, to what extent was there any firm 
agreement on the pooling of certain supplies and, second, to what extent did any 
such agreements among wholesale concerns prevent or lessen competition in 
the purchase, sale or supply of British Columbia and other fruits and vegetables 
in Western Canada, to the detriment of the public. The measure of real agree- 
ment on pool purchases included all three of the major wholesaling companies, 
although in various instances Macdonalds Consolidated Limited either withdrew 
from prior pool arrangements or refused altogether to participate. To the extent 
that Consolidated Fruit Company and the Western Grocers-Dominion Fruit 
group agreed in every market, and Macdonalds in other instances, it can be said 
that agreements to purchase fruit and vegetable supplies in common by way 
of pool cars are evident from the oral and documentary evidence. But, while 
pooling agreements were entered into by these and other wholesale companies 
there was no evidence obtained which indicated that as such they prevented or 
reduced competition in the purchase, sale, or supply of fruits and vegetables. For 
Okanagan products, pooling arrangements were adopted only to a very limited 
extent. 

In the matter of common price arrangements among jobbers it was clear on 
the one hand that discussions were frequent, and that some common under- 
standings had been reached, among branch managers of wholesale houses in 
certain centres. On the other hand, the extent and effectiveness of such under- 
standings were greatly limited by the nature of the fruit and vegetable distri- 
buting business and by the wide discretion allowed to individual branch managers 
to alter prices as occasion demanded. Discussions of selling prices amongst 
jobbers appear to have resulted at most in ‘marks to shoot at”’ and not in price 
agreements to which participants gave real support. The vigorously independent 
position of Macdonalds Consolidated Limited also made impossible any general 
agreement to fix common wholesale prices of fruits or vegetables. Specific 
instructions from the Company’s head office required Macdonalds Consolidated 
managers to refrain from agreeing with competing branch houses on the fixing of 
common wholesale prices, and in general those instructions were followed. After 
an endeavour to give due weight to these considerations, the present conclusion 
is that no breach of the Combines Investigation Act in the matter of price 
agreements can be said to have taken place. 
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The evidence secured indicated that on several occasions certain independent 
jobbers have faced difficulties in participating in pool supplies. It did not show 
that any of these several isolated instances were the result of agreement or 
collusion on the part of any two or more of the large wholesale companies; and 
their results, in substance, do not appear to indicate contraventions of the 
Combines Investigation Act. Similarly, no combination of major wholesalers was 
found to have occurred for the purpose of making any special trade deals with 
British Columbia fruit and vegetable shippers. Nor was any evidence secured 
showing that wholesalers had taken any joint action to reduce unduly the 
volume of their purchases of British Columbia fruits or vegetables with a view to 
depressing prices to the growers or to increasing prices to retailers or consumers. 

It is my opinion that a combine among Western Grocers Limited, its sub- 
sidiary Dominion Fruit Limited, and Consolidated Fruit Company Limited and 
Macdonalds Consolidated Limited, has not been found to exist. 


2. Tur ALLEGED CoMBINE OF JOBBERS AND SHIPPERS 


The alleged combine of jobbers and shippers has been discussed in detail in 
chapter III of this report. 

The investment by Dominion Fruit Limited in the British Columbia ship- 
ping and holding company, Lander Company Limited, amounts to a “merger” 
because this purchase has led to a control over or interest in the Lander Com- 
pany Limited by Dominion Fruit Limited. With respect to the question of 
whether this merger operated or was likely to operate to the detriment or against 
the interest of the public, a clear instance of public detriment associated with 
this investment is the extent to which it was made in the face of statutory and 
common law rules of the duties of agents towards their principals. By investing 
in Lander Company Limited, Dominion Fruit Limited and Lander Company 
Limited together set up a conflict of interest and duty tending to induce those 
shipping organizations controlled by Lander Company Limited—the Sales. Ser- 
vice eroup—to refrain from due performance of their duties as agents of fruit 
and vegetable producers. A corresponding though more widespread condition 
appeared in the 1925 investigation under the Combines Investigation Act into 
the Nash fruit combine. In the course of the trial which followed that inquiry 
Mr. Justice McDonald pointed out in his charge to the jury that an agent 

“, . . is not permitted to enter as such agent into any transaction in which he has 

a personal interest in conflict with his duty to his principal, unless the principal with 

a full knowledge of all the material circumstances and of the exact nature and extent 

of the agent’s interest, consents; if he knows what he is doing he has no complaint. 

aml It i is not sufficient to merely disclose he has an interest or to make such a state- 
ment as will put the principal on enquiry, the burden of proving full disclosure lies 
on the agent.’ 


Since the completion of the Okanagan Valley hearings of this investigation, 
a purported reorganization of Sales Service Limited and its member shipping 
organizations has taken place. While details of these latest steps have not been 
submitted or secured, it may be noted that one of the effects of this inquiry 
appears to have been to influence Sales Service Limited and its officers to re- 
examine the basis of their relations with the growers. Any such reorganization 
in no degree affects the responsibility of Lander Company Limited and Sales 
Service Limited, with its officers, for the part these corporations and persons have 
played in the arrangements for ‘the investment in Lander Company Limited by 
Dominion Fruit Limited. 

While no evidence was found to show that Sales Service Limited sold any 
of its growers’ products at prices less than the prevailing f.o.b. Okanagan Valley 


1The King v. Simington et al.. (1926) 45 Canadian Criminal Cases 249, at 250, 251. 
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prices, the company was placed in a position where it could not demand from 
Western Grocers Limited and Dominion Fruit Limited the full prevailing price 
on every occasion. The same disadvantageous position applied to floor stock 
and condition and policy claims, and to quantity discounts. Despite the vital 
interest of the grower in all these points he was in many cases kept in ignorance 
as to what was occurring between his shipper, his broker and the jobbers. Nor 
did he benefit by these arrangements. Except for the undemonstrated possibility 
of a more or less continuous outlet for fruits and vegetables, there was no advan- 
tage to growers, and there were very decided disadvantages. 

Not only did this investment have serious implications for the grower, but 
also it is an example to other jobbers. If the Lander company investment proved 
useful to Western Grocers Limited, similar attempts would be made by other 
major prairie jobbers, with the prospect of the whole marketing system being 
again dominated by jobbing interests. The experience of Okanagan growers 
with this type of jobber control, as exemplified by the Crestland Fruit Company 
Limited, was thoroughly unsatisfactory. Grower returns are said to have fre- 
quently compared unfavourably with those of other shipping houses, and in 
general there was a lack of faith in the motives of the Crestland company. The 
language employed by Mr. Justice McDonald in The King v. Simington with 
regard to brokers? must also apply to shippers. For as long as the consign- 
ment method in the case of independent shippers remains the accepted business 
procedure for the packing and shipping of Okanagan fruits and vegetables, then 
to that extent a shipper as a consignee should have no obligations, either cor- 
porate or otherwise, which will in any way compromise his loyalty and good faith 
to his grower-principal. 

Linked with the problem of jobber-owned shipping houses is the question of 
direct cash buying in the Okanagan Valley by prairie jobbers. The unfortunate 
experience of Consolidated Fruit Company Limited between 1932 and 1933, 
when their cash buyer was driven out of the Valley by indignant growers, 
demonstrates how deeply the producers feel about such jobber purchasing 
methods. The “firm” sale had not been used in the Okanagan since 1922. 
Wide and rapid price variations made it undesirable for the grower to sell out- 
right, for he might not obtain the season’s maximum price. It seems impossible 
that the old cash buying method could be introduced again in the Valley unless 
the practice was improved. But secret or direct jobber purchases of interests 
in Okanagan shipping concerns may be even more unsatisfactory to the grower. 

The investment in the Lander company, the special quantity discounts, and 
the interest of Western Grocers in the brokerage profits of the C. H. Robinson 
Company have been outlined in considerable detail. By investing in the Lander 
company, Western Grocers Limited obtained substantial control over the second 
largest group of Okanagan Valley shippers, which in turn affected the agency 
duties of Sales Service Limited. Having acquired an interest in the operations 
of a grower agent or sub-agent, the company, as a fruit jobber, thus automatically 
tended to compromise the good faith and loyalty of the agent to his producer- 
principal; and the agent, in entering into these relations, was thereby altering 
the fundamental character of his position as the producer’s trusted representa- 
tive. The non-disclosure by the agent to his principals of the obligations assumed 
in relation to the fruit jobber was a part of the breach of the agent’s duty. 

The investment in Lander Company facilitated and encouraged secret 
“deals” between Sales Service Limited and the Western Grocers organization, 
arrangements of which the grower-principals should not have been kept 
ignorance. The wide use of secret quantity discounts and other rebate methods 


_ , 2 (1926) 45 C.C.C, 249, at 252: “Now, here is a broker. It is the duty of a broker to 
inform his principal of the actual terms of any contract made on his behalf; to make a careful 
estimate of the value of the goods which he is instructed to sell so that he may not sell 
them for less than their value, to exercise his skill and fairly communicate his opinion to 
his principal; and not to sell his own property to his principal, nor buy the principal’s 
property, without full and fair disclosure.” 
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by Sales Service Limited forced smaller independent shippers to compete with 
this unfair practice and to engage in more extreme forms of the same methods. 
Aside from the origin of the practice, Sales Service led the way from 1934, 
and particularly from 1936. The intensification of these methods has proven a 
detriment to the growers in that it has emphasized the unequal bargaining 
position of producers in British Columbia in relation to jobbers on the prairies. 
At the same time these practices have reduced the net returns payable to the 
producers for their consigned products. 

The arrangements made by the Western Grocers organization with C. H. 
Robinson Company Limited in May of 1936 for participation in the net profits 
of the C. H. Robinson brokerage agency was made at a time when the Western 
Grocers organization and Sales Service agreed on the payment and receipt of 
quantity discounts, and shortly before the investment in the Lander company. 
Western Grocers, through Dominion Fruit was thus receiving payments from a 
broker and a shipper allegedly to provide a goodwill outlet for the very same 
supplies sold by such broker and shipper. These payments were little less than 
an outright gift, and appear to have been the result of the ability of Western 
Grocers Limited to threaten a course of buying action which might deprive the 
broker of a great share of his income. 

In general there are no public benefits to be obtained from a series of 
jobber investments in British Columbia fruit and vegetable shipping organiza- 
tions. The fundamental differences between shipper and jobber interests and 
general experience in such matters has suggested sharply that such a system 
would be most undesirable as a measure to aid the British Columbia producer 
in the marketing of his products in Western Canada. 

It is in the public interest generally that no single private enterprise shal! 
obtain too great a control over the sources of necessary products or over the 
facilities for their distribution. Through controlling the largest single block of 
wholesale houses and connections with a very substantial number of retail out- 
lets, and now by the investment in a company supervising and in part con- 
trolling the shipment of almost twenty per cent of the Okanagan Valley’s sup- 
plies, Western Grocers Limited has achieved a primary position in the distribu- 
tion of British Columbia fruits and vegetables in Western Canada. The pres- 
ence of two large competitors and other smaller wholesalers limits, however, the 
extent to which it can maintain any complete control over supplies and prices. 

The secrecy surrounding various deals between 1936 and 1938, the non- 
disclosure of important information by Sales Service Limited to its principals, 
and the general atmosphere of domination by Western Grocers Limited over 
this grower selling agency, are together illustrations of conduct, furthered and 
intensified by the investment, which cannot be regarded as in the public interest. 
In British Columbia legislation has stated that, as a matter of public policy, 
jobbers should not invest in fruit shipping concerns. To that further extent 
the investment in the Lander Company may be regarded as a detriment to the 
entire public of the province. 

In my opinion the following companies have been parties to the formation 
and operation of a combine within the meaning of section 2 of the Combines 
Investigation Act: 

Dominion Fruit Limited, Winnipeg, Manitoba, 
Western Grocers Limited, Winnipeg, Manitoba, 
Lander Company Limited, Vernon, British Columbia, 
Sales Service Limited, Kelowna, British Columbia. 


Yours faithfully, 


F. A. McGREGOR 
Commissioner, Combines Investigation Act. 
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CUSTOMS DUTIES ON APPLES, CANADA, 1867-1939* 


As early as December 13, 1867, green fruits entered Canada free when they were grown 
or produced in any of the provinces of British North America. There was 15 per. cent 
duty in the case of imported apples from other sources. This was reduced to 10 per cent 
on April 8, 1870. Green apples were specifically mentioned on March 15, 1879, when a 
duty of 40 cents per barrel was levied. On April 13, 1888, imports of green apples in their 
natural condition were admitted free of duty by Order-in-Council. This was cancelled 
on March 28, 1890, when the rate of 40 cents per barrel was restored. Customs duties 
applicable to apples since 1906 have been as follows:— 


British 


: Immediate General 
Date me phe aT anete Tacit 
cents cents cents 
Movember 30.06 ae04(persbarrel\iens tie tas Grete ies cron crac 25 35 
February 16, 1916..... (DETIDALTCL ane te tert ate. 60 90 90 
*Mays2 930 e aces cee (adi valoremi)\cemeans (etn: foe oa Free 15% 20% 


* Apples, fresh, in their natural state, the weight of the package to be included in the weight for duty. 
Provided that when imported under the General Tariff rate the duty shall not be less than three-fourths 
of a cent per pound. 


Dumping Duties—The theory underlying the application of dumping duties is that 
imports to this country should not be permitted to enter at a valuation less than the “fair 
market value for home consumption in the place of origin,” but where this amount is less 
than the Canadian price, then at such valuation as may be determined by the Minister 
of National Revenue and those charged with the enforcement of the Customs Act and 
the Customs Tariff Act. 

The Customs Act of 1906, provided for the appraisal of imported commodities at a 
price not less than the fair market value of the given commodity for home consumption 
at its point of origin. By 1922 it was evident that a large apple surplus in the United 
States was depressing the domestic price in the apple growing districts. It was 
possible, therefore, to import apples into Canada from certain United States districts where 
the price had been severely depressed at a fair market valuation much less than the pre- 
vailing Canadian domestic price. As a result it was decided to institute a method of fixed 
valuations which would offset the depressed price at the imported product’s point of origin. 
In 1922 legislation was enacted to authorize the Minister of National Revenue to set such 
fixed valuations by way of Order-in-Council. No such Order-in-Council was passed until 
1926, when, pursuant to section 47(a) of the Customs Act, such an Order finally gave the 
Minister of National Revenue specific power to fix certain valuations. 

The valuations so fixed pursuant to the Order-in-Council were applied to all of 
Canada, affecting areas supplied by British Columbia as well as those supplied by Ontario 
and the Annapolis Valley. In 1927 a per box value on apples of 75 cents was established. 
If an invoice covering imported apples declared a price less than 75 cents per box, the 
difference between 75 cents and the invoice price was a dumping duty. Up to September, 
1930, however, the Minister had power to collect only a maximum of 15 per cent of the 
fixed value. The 75 cents per box fixed valuation was cancelled and in March of 1928 
the Order-in-Council authorizing the Minister to fix valuations was abrogated. 

The budget in May of 1930 introduced minimum specific duties for apples, and on 
August 20, 1930, a new Order-in-Council was passed pursuant to section 43 of the Customs 
Act, authorizing the Minister to set fixed valuations on apple imports. At this time the 
value so fixed as applied to apples was 6 cents per pound. In September, 1930, the dumping 
duty section of the Customs Act was amended to authorize collection by the Minister of 
National Revenue of dump duties under section 48. Theretofore, there had been some 


* Based on information supplied by the Department of National Revenue. 
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doubt as to the actual authority to collect dumping duties as distinguished from the power 
to establish fixed valuations. Moreover, the problem of collection had changed due to 
the substitution in the May, 1930, budget of an ad valorem rate on apples for the old 
specific tax. With a 20 per cent ad valorem duty under the general tariff of 1930, and with 
& minimum fixed valuation of 6 cents per pound, the duty on an imported box of apples 
was at least 60 cents per box. In 1930 also a change was made to permit the Minister 
to collect dumping duty up to 50 per cent of the fixed value, as distinguished from 15 
per cent to which collection had been limited heretofore. In September of the same year 
the fixed valuation on apples was reduced to 3 cents a pound. This value remained in 
effect until May 20, 1931, when it was removed, and again applied in July 10, 1931, when 
it remained in effect until June 1, 1932. 

In 1932 the system was changed. It was considered that the dumping duty was being 
evaded through buyers arranging to have the invoiced selling price to be the price of the 
minimum fixed valuation. To meet this a new method was instituted by which the fixed 
value was set at an advance on the invoice value, in the case of apples at 1 cent per 
pound. It was impossible for American vendors to place the invoice price too low because 
it had to be at least the fair market value for home consumption at the point of shipment. 
This valuation of one cent in advance of invoice value remained in effect from July 25, | 
1932, to May 31, 1933. It was renewed on June 1, 1933, and continued through the crop 
season 1933-34. In 1934 a zoning system was begun which divided Canada into zones for 
the purpose of applying dump duties. The zoning system, however, did not apply to apples 
until 1937. In the crop season 1934-35 the one cent a pound in advance of invoice value 
was continued in effect. 

The Canadian-United States Trade Treaty came into effect January 1, 1936, and one 
of its provisions was that the valuation in advance of invoice value was not to exceed 
80 per cent of the former fixed advance, which in the case of apples would limit the fixed 
advance to four-fifths of a cent. This fixed valuation of 4/5 cent applied until April 26, 
1937. In 1937 apples were brought under the zoning system. Three zones were estab- 
lished—Manitoba and the other Western provinces as a. Western zone; Ontario and Quebec 
as the Central zone, and New Brunswick, Nova Scotia, and Prince Edward Island as the 
Maritime zone. The January 1, 1936, 4/5 cent rate again applied on July 30, 1937, and 
remained in effect until April 9, 1938. On July 8, 1938, the same fixed valuation again 
was applied to American apples, and continued until June 30, 1939. These dates relate 
only to the application of the dumping duty clauses to the Western Canadian zone, and 
different dates were effective in the Central zone and the Maritime zone, although the 
same rate on apples prevailed in all three zones. 

It should be observed that the 1930 budget provided that apples imported under 
the general tariff were to be subject to a duty of not less than three-fifths of a cent per 
pound. The 1936 United States-Canada Trade Treaty brought American imports under the 
intermediate tariff and this minimum, therefore, did not apply. The new United States- 
Canada Trade Agreement specifies that the maximum fixed valuation for purposes of 
dumping duty shall not be more than four-fifths of a cent per pound in excess of invoice 
value. 
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APPENDIX II 


ACREAGE, APPLES AND OTHER TREE FRUITS, OKANAGAN VALLEY, 1925 and 1935* 


Fruit 1925 1935 Increase Decrease 
acres acres acres acres 

W245) 0) Cots Wine ran ER BERS ch whe 82 ae ls i ee a 18,138 18, 442 304 - 

f Efe hte EA ee one WEL Re Ae es OA eta ee Ctra 1,004 1,521 517 - 

CHErTIES HOE SEI roared Mee sets 600 767 167 - 

PPUneB is. leek bits eee Coe me ee 334 569 235 - 
PWNS es Bocas eae EOL tree ae ieee 209 164 - 45 

IPGAGHESUS Sie eke. aie nec en er eyes ok nas TO 524 1,323 799 - 

APTICOUSS. vicace tec ne eee Ee ee ee 511 566 55 - 
Crabapplesa. sce fase eee eae he ALIA ene 686 401 - 285 
TT OUAL «cache Wee SSG IS COE ea ierieeeste 22,006 23,103 AO it 330 


* Compiled from statistics furnished by District Horticulturist, Vernon, B.C. (Exhibit 133). 


APPENDIX III 
AVERAGE ACREAGE PER FRUIT GROWER, PER SECTION, IN OKANAGAN VALLEY 
1935 * 
Average gtter segregat- 
Total Average foe : ing larger Acreages 
District 8 Bcarer with over |Average Ac.|Average Ac. 
siorodidet iGrewers 50 Ac. fall Growersjall Growers 
s over 50 Ac.Junder 50 Ac. 
Kamloops-Main Line............. 602-9 34 Liind 2 128-0 10-8 
Salmon Arm-Sorrento............ 1635-7 240 6-8 1 55:0 6-4 
Armstrong-Enderby....... 271-3 79 3-4 0 - 3°4 
OTVIMNON Be: ay. - oO eee es ohio ERE 3312-0 215 15:°4 11 130-7 9-2 
Oh Chit eee te See meee ed 913-3 79 SBS) 1 60-0 10-9 
Ok. Centre-Winfield.............-. 1297-8 90 14-4 2 190-0 10-4 
Welownatan cs nesctetc to eee 5676-3 421 13:5 11 80-2 11-7 
Westbanik:ice..,. 60: .,.0eeee mete ards 576-6 69 8-4 0 ~ 8-4 
Beachland cece or ae tee eee 434-4 84 5:2 1 79-0 4-3 
Summerland, .caky sc. ecet eee 2549-8 364 7-0 2 103-5 6-5 
Naramiata nce sscoh tore neene ioe 876-5 95 9-2 - - 9-2 
Penhicton eee acage see A 2096-0 245 8-6 1 90-0 8-2 
RATS T CI. schoraisln Sessa ois aia 5 ee ae 462-7 48 9-7 - - 9-7 
Oliver-Osoy.GOse.. aces ee 2355-2 251 9-3 1 104-0 9-0 
Keremeos-Cawston..............- 691-7 115 6-0 1 54-0 5-6 
Totals and Averages...... 23752-2 2429 9-8 34 97-7 8-2 


* Statistics furnished by District Horticulturist, Vernon, B. C. (Exhibit 133). 
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AVERAGE APPLE YIELDS'’PER TREE AND PER®ACRE, BY SECTIONS, 
OKANAGAN VALLEY DISTRICT, 1925, 1930, 1935 * 


1925 1930 1935 

Section SK] 
Per Tree ) Per Acre | Per Tree | Per Acre | Per Tree | Per Acre 
Kamiloops-Mainsiines.). . cn. Medea so: 1-4 98 3-9 234 3-4 204 
SalimoneArm-SorrentOs..4s 42.2.2 50.00- 1-7 119 3-0 180 2-6 156 
Arnrstrong-Hnderpye.wm pe tnne someon 1-0 70 2-1 126 1-2 72 
WOT IIOT Ga ROSA ts angi SRD 8 eer ef. eke 3°4 238 4-8 288 6-0 360 
LO RIRENGOT, ye Aare Spee aRe ns eee Me AB a oR 3°4 238 4-0 240 5:5 330 
Okanagan Centre-Winfield.............. 3-0 210 4-3 258 5-0 300 
Weslo. ost eee clk eA RE od 4-1 287 4-0 240 5:6 336 
Wiesthlanics 05. ieee fee e he SPREE ee os 3-4 238 5:0 300 6-8 408 
IBGRCIM ATC ee Apo oe sae + Mee ake as 2-7 189 4-6 276 3°9 234 
DUMIMIEer andas Memes 5. cL eee ca. 3-4 238 4-0 240 5-6 336 
INSraiiia ta crt ee Ss See) Re BS BY 3-2 224 4-0 240 4-8 288 
PenbiGcon es seme Behe oe nate deta bode iyo 74 364 6-2 Bie 7-7 462 
dC aledleny scot). Be tee eich ae te ek: 3°8 266 8-0 480 7-9 474 
OliiverzOsovoosmemnn... cb Aas bkenite 4. ~ - 4-0 240 5-0 300 
Keremeos-Cawston............0...00005 3-1 217, 4-0 240 4-2 252 
INGORE, ORANAGAN cui ae sess « 3:2 224 4-5 270 5:0 300 
DOU OKANAGAN «ca. eesieicecs seis e 3:9 273 4-8 288 5-9 354 
PROTAT A OANAGAIN ack pee on « 3-4 238 4:6 276 5°3 318 

North Okanagan—Kelowna and North. South Okanagan—Westbank and South. 


* Statistics furnished by District Horticulturist, Vernon, B. C. (Exhibit 133). 
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AVERAGE RETAIL COST OF GROWERS’ SUPPLIES, OKANAGAN VALLEY, 1925-1938 


— 1925 1930 1935 1938 
$ cts $ cts $ cts $ cts 
Spray Materials—t 
Arsenate.of Lead.............. Pe Oe per lb. 0 25 017 0 123 0 133 
Nicotine Sulphate 40%.................  10)lb: 13 00 13 25 9 00 8 50 
MAME Sul phurem ede eee «ce weet gals 0 264 0 27 0 27 0 263 
OUR MT ISIOne meet race nyc eae oe com ealie 0 424 0 35 0 337 0 337 
Giiserin Sioreere Gree. o 45.4 od bond deb bonee De lb: 0 20 0 124 0 123 0 124 
Fertilizers— 
Sulphate of Ammonia... 2522. .522: perel00:l bela ere er 3 60 1 60 2 10 
Superphosphate of Lime............... s SALT lsh Rea 1 20 1 00 1 50 
Muriateoteeotasiia wert cctone ie se at AM sree aaek rea 275 2 75 2 75 
CommpleterG— lOO Mey. te eucae « svete senasersvers ee ag | cates Bais 2 85 2 00 2 20 
of 3-108. caches searataw ae oe po diclines acetyl: 2 60 1 75 2 00 
Boz Materials— ; 
Apple boxes made up... .ccnc.00.0.s00. ° DOX 0 20 0 173 0 134 0 16% 
Standard stone-fruit box.......... (Peach crate).. 0 08% 0 08 0 074 0 107 
Standard prinelooxe...6: 4.52 cena oe 0 09 0 08 0 08 \ 1 
2 


Aebasicet Clave COWMLSUC marie ciciciec lteter error |Pareceiei oie sim el s/0) «|| fe) avate eheteceyeteva 


* Information supplied by District Horticulturist, Vernon, B.C. (Exhibit 133). 

+ The cost of spray machines has not varied in any appreciable degree over the ten-year 
period, but the efficiency of the machine has greatly improved so that we can say that the 
growers are getting more efficiency for their outlay than previously. 

tPear and crabapple boxes 2 cents less than the standard apple box over all periods. 
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APPENDIX VI 
PRODUCTION COSTS OF TWO ORCHARDS, KELOWNA, B.C.* 
1. Crop Rerurns—Orcuarp ‘‘A’’, 1928-1937 
14-5 Acres Apples—1 Acre Cherries 
Total Cost Cost per |Returns per 
Y Loose Packed of Total packed box] packed box 
ne boxes boxes Production | Returns (Apples (Apples 
ii only) only) 
$ 3 cents cents 
NODS ewe, cited... le ceo 8,122 5,576 2,203 65 3,450 00 38-8 60-7 
DS AUR yA a hey yeh Fy MUR OO po 4,471 3,174 1,735 00 2,836 90 54-4 89-4 
LOSO Se ey res es ie ts eee 10,388 appl 2,656 70 3,21. 20 34-8 42-6 
1A ae ea on ee 4,746 3,366 1,701 55 Le fonOd) 49-3 34-9 
1 BP brs. a Ae RS 9, 260 6,307 2,081 80 1,530 83 32-3 24-0 
(OSC ae eee oe: te ame eh ee 8,770 5, 741 1,594 93 2,488 16 26-5 41-2 
NO SALT Rae ines rec cite 8,773 5,982 1,930 91 2,664 46 30-7 40-0 
1935. 10,965 Moule, Pe GSS AY 3,243 86 29-4 43-0 
NAS Atv c meters a ee 4,538 2,989 1,451 53 1,381 44 49-5 46-2 
NOS iene x ovat ee are were 13; 134 8,984 2,898 22 3,695 15 29-0 40-5 
2. Propuction Costst 
Orchard ‘‘A’’ Onchandi 5 jae 
6 year Average, 36 Acres Apples—4 Acres Cherries 
1930-1935 Year 1937 (Average Year) 
Aapies Apples Cherries 
ee Per Per packed Per Per packed 
packed box acre ox acre box 
cents 5 cts cents oct cents 
Pruniiioren wtb late. xo eee My dice 3°7 15 26 4-6 1 95 0:5 
Gal tiyiationceaeen caictc cea rcnie oe 2-5 5 78 1-7 hy Fits! 1-6 
Irrigation — labour, .osncts agencies 22 
axa ye ea) Cote, wae nee? 1-4 14 18 4-3 14 18 4-0 
Tolls sees. 222. 7 ReSE. 2-5 
Heeb ert athe fhe 28 cotta pee amv cll hae iesetenn ioe tiote ea 10 94 Se ee. re 
DOMAVINe adh. Mano Ree eres 3:2 31 54 QT orohs. cis dk oe race tae ees cre eee 
anima ers ete, var ova Mee he ees ee 4-8 3 97 Le hs o, vse.ars. coe eel Nee Geen 
PROD AR Gta be WME bce ord Wen ante Rl 3 40 110 al OS PRE G(r en «. Fue 
Piekine and hauling.........e2-5!... 9-7 40 36 12-4 98 45 27-7 
Wacenicharces™ tebe so. CECE onl een oe cae 14 79 5-4 14 79 4-9 
MM eYee DATE Se ee hes ..1 ba eee eee (op Ai MN te hartetr een | ets tee herrea tal Pina ft |(8 eee ic oh me 
New: Ereesy. fe de sb aoe ee. Or NE RE TE . mailaarobelamianestaclont lies oc Sean ee ee ee 
IRTOVANCIALGARES? -.)0e 8. ae ae see oer 0-7 2 70 0-8 2 70 0-7 
UTICA San, Pee ts eee ae ee 2-1 17 59 4-5 PR 59 4-1 
TPOUa Wasa Siac esaee 33-1 160 51 48-9 155 44 43-5 


* Records supplied by two growers operating orchards in the Kelowna district. 
+ Actual out-of-pocket costs to grower—No provision made for grower’s own labour, depreciation or 


interest on investment. 
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APPENDIX VII 


AVERAGE PRODUCTION OF APPLES, BY VARIETIES, 1932-1935; WITH RELATIVE PRO- 


DUCTION OF APPLE VARIETIES, 1925, 1985, AND ESTIMATE OF 1945; OKANAGAN 
VALLEY * 


eee Box Fprcentage of Total 
3 roduction, roduction 
Variety eae 
1932-1935 1925 1935 1945+ 

Wealthysandsuchessssesyias wig aote ceniracit SOLOS 9-9 7-5 5-8 
ARGCEN COS hier ts Semen Met crops ads oo era eb sc sattie 1 Ol toc 27-0 32-4 29-2 
ONAL ANIME eee cate cp ree cies ke 712,187 20-0 15-3 11-9 
[Delicious een neers ce ttaicte nisin vice oe 501,635 5-0 10:8 14-7 
BYie lowe Ne witOulase oe cieccte catia Tene Pon een loys 313, 641 6:3 6:8 8:8 
UGRWane sip ety eee eo ER TOO) Seicoetoae aed « 137,748 2-5 2-9 4-4 
StaVInaheWAiNeSADi eee Meas ober et te ccna seule 54,003 1:0 1-2 2-2 
HEVOIIESIS EAU LY eee INST: Cte es ECs eaversl: 210,036 ~ 2-7 4-3 4-6 
OLN STS ee te eee oa, ern We Retin ced Sanaty 4 642,026 23-0 13:8 12-1 
Mangfactuncd (eae eeann sarin te tore ccd saiehsem as 224,480 367) 4-8 6-3 

Hoy cz Fp) 5 Sie ee iene Sere ce ale ae aoe aaa en 4,660,081 100-0 100-0 100-0 


* Statistics furnished by District Horticulturist, Vernon, B.C. (Exhibit 133). 
t Calculated on arbitrary basis of all trees now planted coming into bearing. 
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APPENDIX VIII 


DESCRIPTION OF TYPES OF PACKS FOR OKANAGAN VALLEY APPLES, 
1938-19389 CROP SEASON * 


-— McIntosh Red Delicious Wealthy 
Colour Colour Colour 
Grades Packed and Colour : 
Requirements. . Geen op eosctira, Hamer aa ere 40%| Extra Fancy........ 50% 
IADIGV REE S trae piace aa GREER NON Goes act woe ois DASE AES NON ire apne west pe 15% 
ee Grade... ..15%|Cee Grade.. ..15%|Cee Grade. 
showing showing Cee. 
= Face.. Wy Face and Jumble. 
and Jumble Tiered Pack Grades as 
Fancy Tiered...15% “ above. 
Cee Grade “ 15% “ 


Loose for cannery Nil. 
Size Grours— 


AH eg awe Pete atts A aE oe 113 and larger...........| 88 and larger...........|113 and larger. 
Mediuinty ins cer cel Le DULO LOS aeeer ame acre te GO OuLSS 2 We ts oe ees 125 to 128. 
Small Export.. ten sabe LOO GO: LG Tt easetee. setae HOO FOLIO] Sastre oiee eae 150 to 216. 
Small ae ee aah ence e Daa. 2ih0: epee em meen VS oe See Se eet ea 234 to 252. 
LoosE FoR CANNERY........ ..|Cee Grade 113 and larger 
TIERED— 
hia Pan varaassaie seeee 100 and larger .<........| 64and larger........... 
UNWRAPPED— 
a ONT wih te crate ee etetaes 100 and larvers..... ¢..0 1/204 andtlargers.. ..ances 
(eetGradey. cosas at iiprand lareertes nee. an | oo AUC Nance ny). use eee 
Facr AND JUMBLE— 
Cee Grade.. Pe 
113 and larger “when 2” and larger when 
ordered. ordered. 
Apple WRAPS— 
Dry Print................|All wrapped stock.......|Extra Fancy.....150-234/All wrapped stock. 
an CN eee 150-234 
OmePrinte yee Extra Fancy..... 72-138 
ANN sera eee 72-138 
Cee Grade....... 100-180 
PRotTection— 
Fixcelsior Pads........... Top all grades and sizes./Top all wrapped stock.|Top all grades and sizes. 
Corrugated Board........ Bottom all grades and|Bottom all tiered stock. Bottom all grades and 
sizes. sizes. 
SpPEcIsL PROTECTION.......... Corrugated Board Bot- Fancy 138-252 
tom and sides on all Corrugated Board 
grades—Sizes 138-252 Bottom and sides. 
INTERLEAVING................|Hxtra Fancy....150-175 
an Gvan seer 150-175 
AppteE Box Crepst Liners....|All wrapped stock....... All wrapped stock....... All wrapped Fore 
AVERAGE WEIGHTS:...........|Gross Tare Net|Gross Tare Net 
Sse GaLanecti atacmeerters 49 $ 413 524 4 442 
ILS Corel aaa pong ly Aicktee eer 49 4 414 DS 4 454 
175 and smaller........... 50 4 424 53 3 454 
Face and Jumble.........} 484 3 41 
Miered backs, cones aac 484 3 41+ 


Inside Measurements of Standard Apple Box 


Depth—104 inches 
Width—114 inches 
Length—18 inches 


Complete List of Apple Sizes—Standard Pack Approximate Number of 
Apples per Box 


46 80 113 163 198 270 
56 88 125 175 216 288 
64 96 188 180 234 306 
72 100 150 188 252 


* Furnished by Kelowna Growers Exchange, Kelowna, B.C. 
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APPENDIX X 


LIST OF FRUIT AND VEGETABLE WHOLESALERS OPERATING IN 
MANITOBA, SASKATCHEWAN AND ALBERTA, JANUARY, 1939 


Major Independent * 
MANITOBA 
Brandon— 
Macdonalds Consolidated Limited 
Pioneer Fruit, Brandon (W.G.-D.F.) 
Western Grocers Limited 
The Scott Fruit Company (C-F.) 


Dawphin— 
Western Grocers Limited 
The Pas— 


National Fruit Company (C.F.) 
Western Grocers Limited 


Flin Flon— 
Western Grocers Limited tf 

Winnipeg— Winnipeg— 
Western Grocers Limited Cran, Mowat & Drever Limited 
Rogers Fruit (W.G-D-F.) Crescent Fruit Company 
Sterling Fruit (W.G.-D.F.) Merchants Consolidated Limited 
Bright Emery (W.G.-D.F.) Rusen. Solomon & Company 
The Scott Fruit Company (C.F.) United Fruit Company 


Macdonalds Consolidated Limited 
Continental Fruit Company (M.C.) 


SASKATCHEWAN 
Kerrobert— 
Macdonalds Consolidated Limited 


Lloydminster— 
Dominion Fruit Limited 


Meljori— 

Macdonalds Consolidated Limited 

Melville— 
" Hi. Souter 

Moose Jaw— 

Macdonalds Consolidated Limited 

National Fruit Company (C-F.) 

Rex Fruit Wholesale (W.G.-D.F.) 

Western Grocers Limited 


North Battleford— 
Macdonalds Consolidated Limited 
Dominion Fruit Limited 
Western Grocers Limited 


Prince Albert— 
Macdonalds Consolidated Limited 
National Fruit Company (C.F.) 
Western Grocers Limited 


Regina— : Regina— 
Macdonalds Consolidated Limited McBrides Limited 
National Fruit Company (C.F.) 
S. & M. Wholesale Fruit (W.G.-D.F.) 
The Scott Fruit Company (C.F.) 
H. G. Smith Limited (MC.) 
Western Grocers Limited 


Saskatoon— Saskatoon— 
Dominion Fruit Limited (W.G-D-F.) Central Wholesale Grocery 
Western Grocers Limited 
Macdonalds Consolidated Limited 
The Scott Fruit Company (C.F.) 
National Fruit Company (C.F.) 
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LIST OF FRUIT AND VEGETABLE WHOLESALERS OPERATING IN MANITOBA, 
SASKATCHEWAN AND ALBERTA, JANUARY, 1939—Concluded 


Major Independent * 


SASKATCHEWAN—-Concluded 


Shaunavon— 

Macdonalds Consolidated Limited 
Swift Current— Swift Current— 

Dominion Fruit Limited The W. W. Cooper Company Limited 
Weyburn— 


Macdonalds Consolidated Limited 
Walker Fruit (W.G.-D-F.) 


Yorkton— 
Macdonalds Consilidated Limited 
The Scott Fruit Company (C.F.) 
Smith Fruit (W.G.-D-F.) 
Western Grocers Limited 


ALBERTA 
Blairmore— 
Plunkett & Savage (W.G.-D.F.) + 
Calgary— Calgary— 
Consolidated Fruit Company Limited Associated Grocers Limited 
(Head Office) N. A. Barker Limited 
Macdonalds Consolidated Limited Calgary Fruit Limited 
National Fruit Company (C.F.) T. J. Styles & Company 
Plunkett & Savage Company (W.G.- 
DF.) 
The Scott Fruit Company (C.F.) 
Western Grocers Limited 
Camrose— — 
Macdonalds Consolidated Limited 
Edmonton— Edmonton— 
Brown Fruit (W.G.-D-F.) The Merco Wholesale Limited 


H. H. Cooper Limited (W.G.-D.F.) 
Macdonalds Consolidated Limited 
National Fruit Company (C.F.) 
Royal Fruit Wholesale (W.G.-D-F.) 
The Scott Fruit Company (C.F.) 
Western Grocers Limited 


Grande Prairie— 
Royal Fruit Wholesale + 
National Fruit Company Lethbridge— 

Lethbridge— Campbell, Wilson & Horne Limited 
Macdonalds Consolidated Limited 
Plunkett & Savage (W.G.-D-F.) 

The Scott Fruit Company (C.F.) 
Western Grocers Limited 


Medicine Hat— 

Dominion Fruit Limited 

National Fruit Company (C.F.) 
Peace River— 

Royal Fruit Wholesale (W.G-D-F.) ¢ 
Red Deer— 

Plunkett & Savage (W.G.-D-F.) + 


* Independents are difficult to classify, since some deal in potatoes and other 
specialities only. The ones included here deal in fruits and vegetables. 


+ These are sub-agencies—fruit depots—not regular branch houses: 


W.G-D.F—Western Grocers Limited—Dominion Fruit Limited. 
C.F.—Consolidated Fruit. Company Limited. 
M:C—Macdonalds Consolidated Limited. 
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